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NEW TRENDS IN BUSINESS AND BANKING 


ACQUIRING THE HABILIMENTS OF SOUND PROGRESS 


USINESS men are anxiously watch- 
ing current trends for signs of 
returning prosperity. Captains of 
industry are marking time or trim- 

ming sail, hoping for replacement orders or 
reviving markets at home and abroad. 
Bankers are engrossed with daily problems 
that revolve around income, economies in 
management, employment of funds and 
money rates. The stock market performs 
aimless gyrations within the circuit of pro- 
fessional operations. The noisome grind of 
legislative mills at Washington and the state 
capitals are happily suspended. Economists 
are at loggerheads, but for the moment agree 
that the hoary old laws of supply and 
demand must be reckoned with. It is a time 
when the prophetic faculty is baffed. 

It is wise to admit that this country is in 
the grip of retributive economic convulsions. 
We are paying the piper for a protracted 
orgy of speculation which lost sight of actual 
values, which swamped the country with 
undigested securities, top-heavy capital 
structures and new-fangled financing, all of 
which created obligations based upon exag- 
gerated prospects rather than real earning 
capacity. The pyramiding and opening of 
new sluice gates for the expansion of credit 
with a prodigality that would have kindled 
the admiration of John Law and Louix XV, 
induced the rank and field of American 
people to believe that they could wander 


forever in the golden glades of unlimited 
prosperity. Reduced to its-atomatic quan- 
tum, the trouble with these United States 
is that individuals and families, as well as 
corporate enterprise have mortgaged their 
future earnings, through installment buying 
and living beyond means on the one hand 
and through overissue of capital structures 
on the other. Complaint is loudest among 
those who have been caught in traps of their 
own making and who cannot distinguish 
between what is normal and bloated 
visitation. 

The present experience is one of what 
might be termed ‘“Rationalization’”’—a cold 
shower on a fevered brow. The temporary 
decline in business and production may 
therefore be interpreted as a recuperative 
process and as such to be accepted with 
calm resignation. The business man or 
banker who fails to see that from this 
situation there is bound to arise a better and 
more enduring kind of prosperity and 
national well-being does not know his book. 
Punishment in this case means improved 
poise and sound correction, because this 
land has the recuperative powers and the 
ingredients of resourcefulness that make for 
genuine economic, industrial and _ social 
progress. 

For the American banker, be he entrusted 
with a few millions or billions, the present 
is charged with profound significance. The 
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crash in stock market values and so-called 
“business depression” may have caused a 
temporary lull in those forces which make 
for new alignments, greater concentration of 
management and refined technique in 
banking development. But underneath the 
surface, the crucible continues to boil. 
While mergers of the more conspicuous 
type between big banks and trust companies 
have become less frequent, the process of 
consolidation among smaller institutions 
proceeds at an ever increasing pace . Banks 
in smaller communities, which have been 
competing and cutting into each others’ 
business, recognize the handwriting on the 
wall and uniting to make stronger units. 


In view of the persistence of large num- 
bers of bank failures, confined almost en- 
tirely to smaller communities, it would 
appear on the surface that there is some- 
thing radically wrong in American banking. 
On the contrary, here again there is in 
evidence the fumigation and the economic 
pressure which is making for better and 
safer standards of banking. The weak 
sisters, the incompetents, the so-called 
bankers who should never have been al- 
lowed to assume this disguise, are being 
weeded out by what seems to be a cruel, 
but nevertheless unerring law of “survival 
of the fittest.”” Branch banking, group bank- 
ing and creation of larger units are all proof 
of new demands and a new era in American 
banking which has service and protection 
of the people as the prime objectives. The 
testimony presented at the hearings of the 
banking and currency committee of the 
House of Representatives afforded over- 
whelming proof of the superior benefits to 
the public derived by the spread of branch 
and group banking. 

The House banking and currency com- 
mittee is now digesting the mass of informa- 
tion obtained at the recent hearings. Mean- 
while, the Federal Reserve Board is con- 
ducting independent investigation through 
a special committee. It is a prevailing im- 
pression that both the House committee 
and the Federal Reserve Board will recom- 
mend legislation to extend the branch bank- 
ing powers of national banks, presumably 
within so-called “trade areas.” Evidence 
is also forthcoming of united opposition to 
Congressional dictation by unit bankers 
and non-branch states. 
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SIGNIFICANCE OF CONTINUED 
BANK FAILURES 


HE extent to which banks in smaller 
communities continue to fall by the 

wayside and swell the ominous list 
of banking fatalities, lends color to the 
growing conviction that the underlying 
causes may be traced to economic pressure 
rather than to individual instances of in- 
competency, unsound practices or mis- 
management. ‘These failures are the out- 
ward symptoms of the grim struggle which 
practically every small town and cross- 
roads banker is engaged in. The number of 
small banks existing on bare living wage is 
appalling. Cost of operation, overhead and 
interest payments mount while earnings de- 
cline. The most profitable accounts and the 
cream of local business gravitates more and 
more to the larger centers, owing to new 
methods of communication and_trans- 
portation. 


Unit bankers in large as well as small 
centers recognize that they must do some- 
thing to maintain their autonomy as against 
internal problems and external encroach- 
ment from group and branch banking. The 
recent creation of a special committee for 
mutual protection of unit and independent 
bankers by the Minnesota Bankers Asso- 
ciation may well serve as the nucleus of a 
revival of a nationwide organization of unit 
bankers, especially in view of the favorable 
attitude of members of Congress to an exten- 
sion of national bank branch banking 
authority. 

Obviously, the preservation of unit bank- 
ing is not by way of political influence. The 
remedy lies with the unit bankers them- 
selves in aligning themselves in an extension 
of the clearing house idea, establishment of 
credit bureau and the adoption of advanced 
methods of cost accounting and analysis. 
Recognizing the need for information on the 
subject, the Bank Management Commission 
of the American Bankers Association has 
just issued a new booklet which sets forth a 
simplified system of account analysis for 
small as well as large banks. Doubtless, at 
the forthcoming annual convention of the 
American Bankers Association in Cleveland 
the discussions will revolve chiefly around 
the preservation of unit banking and as 
affected by branch banking, group bank- 
ing and mergers. 
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THE ADVANCING GENERATION 
OF BANKERS 


HERE is an important phase in Ameri- 

T can banking development which 
scarcely ever receives attention in 
current discussions. It is the assurance and 
the bright promise to be derived from the 
rising or new generation of bankers. From 
the ranks of those who now hold junior or 
clerical positions in banks and trust com- 
panies, there will be sifted the men to 
assume the greater responsibilities and 
tackle the new problems that are now 
emerging upon the banking horizon. The 
old school banker, aloof, self-contained and 
with eyes focussed upon immediate profits 
and squeezing out the last farthing, has all 
but vanished from the field. His place has 
been taken by the banker with a heart as 
well as brain, eager to help his customers in 
every legitimate way and ever searching 
for new avenues and quality of service. 
Rolling up by the thousands there comes 
marching on a great army of young men to 
whose leaders may be safely entrusted the 
future of American banking. Whatever form 
legislation or alignment may take in the 
years ahead, the real destiny and the intelli- 
gent solution of banking problems will rest 
upon their shoulders. What is more to the 
point, this rising generation of embryo 
bankers is preparing for the task. Enlisted 
in this army are also young women, testify- 
ing not only to the political and financial 
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emancipation of the sex, but also to humani- 
tarian and social elements that go hand in 
hand with a new era of service in banking. 
This army which is being drilled to direct, 
to keep in smooth running and repair the 
banking machinery of tomorrow, is mar- 
shalled under the banners of the American 
Institute of Banking. There are today 208 
battalions or chapters, not to mention de- 
ploying field forces, known as Study Groups, 
and reaching into every city of any im- 
portance as well as into country communi- 
ties. There is an enrollment of 45,000 
earnest young men and women in the 
study courses, with 14,000 additional stand- 
ard graduates who are spreading the “Insti- 
tute Spirit” which is indeed something 
tangible and infectious, sweeping aside 
obsolete traditions and barriers. They have 
at their command educational facilities and 
training which were denied to the old school 
and even most of the present generation of 
bankers. They are being trained not only 
in the practice but also the broader prin- 
ciples and economic values in banking, 
trust and investment functions. And what 
is perhaps most important is that new en- 
rollments in study course and new chapters 
are increasing at a rate which gives ample 
assurance as to the character, ability and 
the number of young men and women who 
are preparing and equipping themselves 
for the responsibilities and opportunities 
that lie just ahead in American banking. 


DELEGATES ATTENDING THE EIGHTH REGIONAL PACIFIC CoaST TRUST CONFERENCE HELD AT SEATTLE 
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NEW ESTATE TAX AND PROP- 
ERTY CODES GO INTO EFFECT 
IN NEW YORK 


EPTEMBER FIRST, 1930, marks a 
new epoch and revolutionary changes 
in the laws of New York State dealing 
with death duties and those governing es- 
tates of decedents, the devolution, descent 
and distribution of real and personal prop- 
erty. While these laws, designed to abolish 
ancient and obsolete legal devices and to 
meet the demands of new economic condi- 
tions, are of interest to practically every 
man, woman and child in the state, they 
carry fundamental revisions which imme- 
diately affect fiduciary relations and with 
which trust companies and banks having 
trust departments, not only in this but 
also in other states, should familiarize them- 
selves. Articles by New York State Tax 
Commissioner Mark Graves and Surrogate 
George A. Slater, appearing in recent issues 
of Trust CoMPANIES, afford authoritative 
descriptions of the salient provisions and 
effect of these new tax and property codes. 
The new decedent estate law abolishes 
dower and curtesy, guards against dis- 
inheritance of surviving spouse, removes the 
ancient distinctions between real and per- 
sonal property in the administration of de- 
cedent estates; does away with restraint 
upon alienation of real property which 
existed in wife’s inchoate right of dower; 
imposes restraint upon legal ability of a 
person to dispose of his property by will; 
permits survivor to renounce will and elect 
to take in lieu of devise and dower that 
distributive share of the entire estate which 
would have so descended if there had been 
no will; defines right to create trust; in- 
creases family exemptions; confers statutory 
power of sale of real property for adminis- 
trator and executor; limits charitable be- 
quests; deals with effect of divorce, adjust- 
ment of will contests and judicial determina- 
tion of the death of a person who has disap- 
peared, besides other important clarifica- 
tions. These laws all go into operation on 
September first, 1930. 

The new law which substitutes an estate 
law for the inheritance or successsion tax, 
also goes into effect on September first. 
This embodies three new statutes. Chapter 
710 is the estate tax law which, insofar as 
possible, conforms with the provisions of the 
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Federal Estate tax law and applicable only 
to estates of $5,000 or more, and decreasing 
very materially the tax on small estates. 
The new chapter 709 authorizes an equitable 
apportionment of both the federal and state 
estate tax among the various beneficiaries. 
Chapter 711 provides a method for com- 
promising and finally settling the tax pay- 
able upon every contingent transfer of 
property under the provisions of any inheri- 
tance tax laws of the state since 1885. This 
provision does away with troublesome 
features of contingent interests in the 
administration of the succession tax. 


Of particular interest to fiduciaries is the 
provision in the decedent estate law, which 
is the first to appear in any state law, and 
which confers power of sale of real property 
for the administrator and executor as well 
as power to mortgage and lease where the 
will lacks power of sale, but subject to 
assent of the surrogate and express pro- 
visions in the will. The same powers may 
be exercised by a trustee. Abolition of dis- 
tinctions between realty and personal prop- 
perty will likewise facilitate management. 

There is a belief that the new decedent 
estate law will provide a strong incentive 
to many people to place their fortunes in the 
hands of trust companies and to create 
trusts. While the act provides against dis- 
inheritance by will of one spouse by another, 
it does not affect the alternative of making 
gifts inter vivos or the creation of living 
trusts. In the case of a small estate, a 
joint tenancy or right of survivorship with 
some third person other than the spouse 
would accomplish control over the estate. 
In the case of larger estates the law does 
not prevent placing the estate in trust and 
remainder to a person other than the spouse. 

The life of the Commission responsible 
for the new Law of Estates has been ex- 
tended until March 1, 1931, to give atten- 
tion to possible defects or supplementary 
amendments. Among suggested recom- 
mendations are: Vesting the title to real 
estate in an administrator; capacity of wife 
to release directly to her husband her right 
of inchoate dower; expedition of the pay- 
ment to legatees or distributees; providing 
that the presence of dispositive or other tes- 
tamentary directions, or appointment if 
fiduciary after signature, shall not invalidate 
that which precedes signature. 











STATE VS. FEDERAL CONTROL 
OF BANKING POWER 


S a result of major changes and the 
pronounced trend toward relinquish- 

ment of national bank charters in 
favor of trust company charters, in con- 
nection with numerous mergers during the 
past few years, the relative position of 
national banks and of trust companies as 
to command of the nation’s banking re- 
sources, has been materially altered. In 
the absence of official and complete classi- 
fication of all institutions operating under 
trust company charter, it is not possible to 
present accurate comparative figures for 
trust companies as in the case of national 
banks. A compilation based upon reports 
of the various state banking departments 
and taking into account the more important 
conversions of national banks into trust 
companies, justifies the statement that 
banking resources of trust companies nearly 
equal, if they do not exceed, those of the 
national banks. 


The last annual report of the Comptroller 
of the Currency places the combined bank- 
ing power of the United States, as of June 
30, 1929, at the total of $72,172,505,000, of 
which $44,732,277,000 was held by 17,794 
reporting state banking institutions and 

27,440,228,000 by 7,536 national banks. It 
is noteworthy that the Comptroller’s sum- 
mary classifies “loan and trust companies” 
as numbering 1,608 with banking resources 
of $16,155,175,000, whereas the more com- 
plete compilation of ‘Trust Companies of 
the United States” last published by the 
former United States Mortgage & Trust 
Company for all institutions operating un- 
der trust company charter, places the num- 
ber as of June 30, 1928, at 2,798, with com- 
bined resources of $21,946,819,000. It is 
necessary to recall that since this latest 
compilation, as of June 30, 1928, there oc- 
curred the most important shifting of na- 
tional bank resources to the trust company 
column. 

A compilation just issued by Secretary 
Sims of the National Association of Super- 
visors of State Banks, based upon March 
27, 1930, or approximate returns shows that 
all banks and trust companies under state 
control, numbering 17,298, held combined 
resources of $44,690,068,270, representing 
an increase of over one billion dollars dur- 
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ing the previous twelve months, while the 
aggregate resources of 7,316 national banks 
amounting to $27,348,498,000, represented 
a decrease of $1,673,414,000. During the 
year there is shown a decrease of 3,730 in 
the number of state institutions and of 469 
national banks. Combined capital, surplus 
and undivided profits of state chartered 
banks is given at $6,164,175,456 as com- 
pared with $3,799,147,000 for national 
banks. 

A conservative estimate of the volume of 
national bank resources transferred to trust 
company classification during the past two 
years yields a total of at least two billion 
dollars and allowing a normal annual growth 
to trust companies since June 30, 1928, 
when the latest complete reports were com- 
piled, there is an indicated aggregate of 
banking resources for trust companies of 
between $26,500,000,000 to $27 ,000,000,000, 
allowing for absorptions or conversions of 
trust companies to national banks during 
that period. 

The latest compilation issued by the 
Comptroller of the Currency as of June 
30, 1930, places combined national bank 
resources at $29,116,539,000, which is an 
increase of $1,768,041,000 over returns for 
March 27, 1930, and an increase of $1,676,- 
311,000 over June, 1929. The major part 
of this increase is due to the absorption of 
the Equitable Trust Company and the 
Interstate Trust Company by the Chase 
National bank, which became effective be- 
tween the last two calls. It is fair to say, 
however, that the total of national bank and 
of trust company resources are sufficiently 
close to raise the question as to where the 
which of these two major classes of banking 
hold the largest proportion of the commer- 
cial banking resources of the country. 

Aside from the latest big merger of the 
Chase National Bank of New York with 
the Equitable Trust Company and the In- 
terstate Trust Company which became effec- 
tive June 2nd, there is at present a lull in 
bank and trust company mergers or conver- 
sions. Among smaller institutions through- 
out the the country the tendency is, how- 
ever, to give preference to trust company 
and state bank charters. This is probably 
due to the prospect of Congressional legis- 
lation and a feeling on the part of banking 
people to await the outcome at Washington. 
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BANKING POWER OF TRUST 
COMPANIES IN NEW YORK 


HE fact that trust companies have 
T narrowed the difference in possession 
of banking resources as compared 
with national banks, is forcefully illustrated 
by the changed complexion in New York 
City. At the close of 1928 there were 56 
national banks in New York City reporting 
total banking resources of $6,921,543,000 
with deposits of $5,148,750,300. On the 
same date there were 40 trust companies 
with resources of $6,363,337,900, or $558,- 
000,000 less than held by national banks 
and with deposits of $5,060,167,000, or 
$88,000,000 below the national bank total. 
The returns for June 29, 1929, witnessed 
the first time in the history of New York 
banking that the national banks relin- 
quished their dominant position. The trust 
companies passed the national banks in 
point of resources by reporting total of 
$6,601,317,300 as compared with $4,763,- 
233,600 for the national banks, with de- 
posits of $4,919,527,100 as against $3,395,- 
448,000 for the nationals. The trust com- 
panies likewise reported combined capital 
of $353,975,000 as against $292,108,700 by 
national banks with surplus and undivided 
profits of $672,560,800 against $432,407 ,000 
held by national banks. 

The latest comparative statements for 
New York City national banks, giving effect 
to the Chase merger, and of trust companies, 
as of June 30, 1930, gives further emphasis 
to the lead of trust companies, reporting 
on that date aggregate resources of $8,104,- 
971,500, as compared with $6,270,157,200 
for the national banks; trust company de- 
posits $6,153,398,400 as against $4,682,- 
287,300 for national banks; capital of trust 
companies, $389,700,000; surplus and undi- 
vided profits, $840,046,000 as compared 
with $368,232,000 capital and $562,133,200 
surplus and undivided profits for nationals. 
During the period from close of 1928 to 
June 30, 1930, the number of national 
banks in New York decreased from 56 to 48, 
and the number of trust companies increased 
from 40 to 46. 

It is hazardous to speculate at this stage 
on future banking merger trend, but the 
partisans of national banks doubtless de- 
rive comfort from the fact that the latest 
and biggest of all bank and trust company 
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mergers, namely, the consolidation of the 
Equitable Trust Company and the Inter- 
state Trust Company with the Chase Na- 
tional Bank, under the charter of the latter, 
involved a transfer of the banking resources 
of the merged trust companies to the na- 
tional bank column, and on the basis of 
previous official statements of the Equitable 
and Interstate amounting to $1,016,000,000. 
Even allowing for this total and on the basis 
of June 30th returns, the trust companies of 
New York City still lead national banks of 
this city in aggregate of banking power by 
$1,834,814,300. 

Doubtless the broader adaptability of 
trust company charters to local conditions 
and legal questions as to the trustee powers 
and succession rights of national banks, 
have been the decided influences in stimu- 
lating the preference for trust company 
charters. Branch banking has also been 
a factor in the situation. It remains to be 
seen to what extent Congressional action 
will surround national bank charters with 
such attraction as to encourage a return 
to federal charters and the steps that state 
banking authorities and legislatures may 
pursue to meet such competition. 
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FUNDS FOR REDEMPTION OF 
BONDS 


‘eiiHE practice has become more or less 
T| general in recent corporate mortgages 
—— Of including a provision that funds 

deposited with the trustee for the redem- 
tion of bonds shall after a certain elapsed 
period (ranging from one to six years), be 
repaid by the trustee to the company, and 
that the presenters of the bonds shall there- 
after look to the company and not to the 
trustee for payment. 


This is contrary to the spirit of corporate 
trusteeships, as it is quite possible that the 
company might not be in a position to 
ultimately pay the presenting bondholders 
because of dissolution, etc. The company 
having received a satisfaction of the mort- 
gage from the trustee should not continue 
to assert a claim to funds which belong to 
the ultimate presenters of bonds, and there- 
fore such funds should remain with the 
trustee until called for by the bondholders 
rightfully entitled them. 














THE EMERGENCY LIVING TRUST 
MAKES ITS DEBUT 


ss EW MODES” and variations of trust 
N service are being constantly devised 


to meet the demands of this swiftly 
growing and changing age. There appears 
to be no limit to the elasticity and adapta- 
bility of trust devices to meet all human 
and fiscal needs. The latest “creation” is 
the so-called ““Emergency Living Trust.” 
It follows closely upon the announcement 
contained in a recent issue of TRusT Com- 
PANIES of the inauguration of a “Standing- 
By” Attorney Service by The Royal Trust 
Company of Montreal. Both of these con- 
ceptions are in response to the growing 
demand for some kind of fiduciary protec- 
tion which will assure men and women of 
responsible care of their private financial or 
business affairs in case of sudden incapacity 
or emergencies due to illness, incapacity or 
accident. When we stop to think of the 
countless dangers that lurk on every hand, 
it is obvious that such new forms of trust 
protection are bound to become increas- 
ingly popular and likewise serve to quicken 
public appreciation of the many inherent 
qualities of corporate trusteeship. 

“The Emergency Living Trust” was re- 
cently announced by The Kidder Peabody 
Trust Company of Boston as “the most 
up-to-date method of providing for the care 
and management of property during a 
period in which the owner is incapacitated.” 
This trust gives assurance that in case of 
sickness, accident or infirmity, all property 
and investments will be safeguarded, income 
promptly collected and welfare of de- 
pendents looked after, while at the same 
time in no way disturbing the owner’s 
possession and management of his property 
until an emergency arises. 

The trust indenture contains carefully 
considered provisions for management of the 
property and distribution of income, and 
especially defines the powers and duties of 
the trustee. It is not an arrangement, there- 
fore, hastily drawn under stress of circum- 
stances, but designed in advance to cover 
an emergency. The trust may become 
operative or suspended at the will of the 
maker, and may be altered or amended to 
cover ever changing conditions. This trust 
is described as a distinct advantage over the 
usual method of delegating financial author- 
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ity through a general power of attorney 
where the holder acts in the capacity of 
agent and has no specific duties. The 
emergency living trust requires performance 
of specific acts and duties. It places the 
burden of financial responsibilities and the 
making of income tax returns on the trustee 
and not some chance individual or member 
of the family, and is an ideal complement to 
a will. There is a further advantage if the 
trust should continue, after the owner’s 
death, say for a year, in which circumstance 
the dependents are assured uninterrupted 
income during the period usually required 
to settle an estate, and also benefit from 
decreased expenses of administration of 
that part of the estate held in trust. 
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EFFECT OF MERGER ON FIDU- 
CIARY APPOINTMENT 


HE Supreme Court of West Virginia, 
T in a recent decision held that the 

naming of a bank as executor in the 
will is not an appointment which passes as 
property, or an asset when such bank is 
consolidated or merged with another institu- 
tion. In this case, Henry Hofheimer, a 
citizen of Norfolk, had nominated as his 
executors a nephew, Alan J. Hofheimer and 
the Citizens Bank of Norfolk. The bank 
was merged into the Seaboard National 
Bank of Norfolk and although the testator 
was alive at the time of merger, he did not 
change his will nor name the Seaboard 
National. 

The nephew appealed against the qualifi- 
cation of the Seaboard National Bank as a 
co-executor. The Supreme Court said: 
“The designation in a will of one as executor 
does not confer a property right upon the 
person so designated. It may be that 
Mr. Hofheimer selected the Citizens Bank 
of Norfolk because he knew its president or 
trust officer, and by reason of special con- 
fidence wished to confer upon him post 
mortem management of his affairs. Cer- 
tainly there was some reason, to him satis- 
factory and sufficient. So far as the record 
has spoken, he never heard of the national 
bank, did not select it, and knew nothing 
about its trust officials. Under Code, section 
5160 and 5385, the right of survivorship is 
preserved, and Alan J. Hofheimer is entitled 
to qualify as the sole surviving executor of 
Henry Hofheimer, deceased.” 
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SIGN POSTS FOR IMPROVED 
BANK EARNINGS 


fa wd LE economic council of the California 
TI Bankers Association has listed a set 
—— Of 21 recommendations whereby 
banks may improve their earnings on in- 
vested capital through internal operations. 
Analysis of the account, service charge 
against unprofitable balances, uniform rates 
and methods of figuring interest, especially 
as regards deduction of “float” are given 
precedence. Other pointers may be cited as 
follows: Charge for imprinting checks where 
average balances do not justify absorption 
of this expense. Charge for cashing and 
collecting out-of-town checks wherever fea- 
sible. Charge for messenger service in han- 
dling dishonored checks and charge for safe- 
keeping of securities unless balance justifies 
free service. Maintenance of adequate bal- 
ances to compensate for collection of chari- 
table or public subscriptions and for 
assistance in preparing tax returns. 

The council recommends that the man- 
agement of chain stores be required to place 
their accounts on a basis to compensate 
local and branch banks for services ren- 
dered. The operation of small personal loan 
departments at rates of interest to com- 
pensate for extra clerical work, is approved 
as well as extension of school savings sys- 
tems. Banks which have no trust depart- 
ments and located in communities which 
do not seem to justify establishment of such 
departments, are advised to obtain contact 
with trust departments of correspondent 
banks which render trust services. Dona- 
tions and other than advertising on estab- 
lished lines should be governed by coopera- 
tive exchange of information. A more 
liberal distribution of Federal Reserve 
profits among member banks is alluded to 
as well as the advantages to be obtained 
through establishment of district clearing 
houses. Withdrawal of savings in favor of 
institutions not under banking supervision 
should be resisted by pointing out the 
greater protection afforded by banks and 
trust companies. Another good suggestion 
is that dividends should be stated on in- 
vested capital rather than on capital alone, 
to offset the popular idea that banks are 
profitable beyond other lines of business. 
In conclusion the council urges constant im- 
provement and enlargement of facilities. 
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SUBSTITUTING BANK DEBITS 
FOR BANK CLEARINGS 


S a statistical and comparative meas- 
ure of the volume of banking trans- 

actions in any given city, the dishing 
up of ‘clearings’ has become utterly unre- 
liable and misleading. This is so because of 
radical changes in the American banking 
structure, the effect of bank consolidations 
on interbank exchanges and the cumulative 
duplication of items which appear in such 
tabulations. Objection to the “clearing 
index” is becoming quite general among 
bankers and especially in cities where the 
volume of clearings has been reduced by 
consolidations and where transactions are 
now carried on within the walls of one large 
institution which formerly passed through 
the exchanges. This renders clearing figures 
worthless as a means of determining activity 
or comparative standing of the cities. 

At the recent meeting of the Executive 
Council of the American Bankers Associa- 
tion, the Commission on Bank Management 
recommended that as rapidly as possible 
the new index of ‘debits to individual ac- 
counts” should be employed in lieu of clear- 
ings. This method is already in use in a 
number of cities where the old index has 
been entirely abandoned or is used together 
with bank debit compilations. Extension of 
clearing houses to the number of over four 
hundred and the cooperation of the Federal 
Reserve Banks provides the machinery for a 
more precise analysis of the velocity of 
banking activity by reporting total amount 
of checks paid or total debits. 

The bank debit system omits all debits in 
settlement of clearing house balances, debits 
to correspondent bank accounts, cashier’s 
checks and intramural service debits such 
as charges to expense accounts, accountants 
corrections and reports only actual out- 
payments for the account of depositors 
which comprise the true measure of banking 
transactions as related to actual trend of 
business. The need for such change in 
reflecting banking operations is obvious and 
it is interesting to note that clearing houses 
throughout the country are rapidly falling 
into line. The recommendations made by 
the Executive Council of the American 
Bankers Association is timely and it is to 
be hoped that the plan of indexing debits 
will speedily come into universal use. 
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INVESTMENT PUBLIC DEMANDS 
SAFEGUARDED “INTERIM” 
RECEIPTS 


fe mii report of the legislation commit- 
a | tee of the Investment Bankers Asso- 
. ciation of America, which was dis- 
cussed in the July issue of Trust Com- 
PANIES, and which recommends an improved 
code to govern practice and nomenclature 
in issue of “interim”’ certificates or receipts, 
serves to give emphasis to a growing demand 
on the part of the investment public for 
the adoption of proper fiduciary protec- 
tection. In a number of states laws have 
been enacted which provide suitable pro- 
tection, and other state legislatures are 
awakening to the need of similar legislation 
unless investment bankers and underwriting 
houses take the reins in their own hands. 

Oregon is among the few states which re- 
quire by law that specific security be set aside 
to cover interim certificates outstanding. 
Complete reports covering issuance of such 
certificates must be periodically made to the 
state authorities and security must be ear- 
marked for their protection. There is one 
defect, however, in the Oregon law in that 
it allows securities to remain in the posses- 
sion of the dealer in the absence of any 
provision that such security must be trusted 
with a fiduciary institution or third party. 
Existence of this law is due to the failure 
of a security firm some years ago which 
had thousands of interim receipts out- 
standing without security and resulting in 
widespread loss to investors. 

Regarding sound interim practice, the 
standard volume on “the Work of Corporate 
Trust Departments,” by Messrs Page and 
Gates, has this to say: “The practice of 
the underwriting house issuing its own 
interim receipts, where the underwriting 
house retains the proceeds of the securities 
sold, is not sound. The proceeds thus held 
may, in bankruptcy or insolvency proceed- 
ings, be held to have become mingled with 
the other assets of the underwriting house, 
thus occasioning losses to the holders of 
the interim receipts. Certain underwriting 
houses make a separate trust deposit of 
such proceeds with a banking institution, 
the underwriting house then issuing its 
interim receipts, registered by the banking 
institution. This is a sound and desirable 
practice, where it results in a complete 
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segregation of these proceeds for the sole 
protection of the holders of the interim 
receipts. As the investing public comes to 
better understand the principles and risks 
involved, it is likely that the receipts 
issued or registered by fiduciary institu- 
tions will be demanded.” 
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AGREEMENT ON LEGAL AND 
FIDUCIARY PRINCIPLES 


N Ohio and a number of other states 
'T| an interesting movement is in prog- 
ress which promises to open the way 
for genuine, enduring cooperation between 
trust companies and members of the legal 
profession. After a long series of meetings 
a statement of principles has been drawn 
up and agreed upon, respectively, by com- 
mittees of the Ohio Bankers Association and 
the Ohio Bar Association. One set of prin- 
ciples pledges the banks and trust companies 
to respect the prerogatives of the legal pro- 
fession by refraining from the drawing of 
wills or legal instruments. The other set of 
principles binds attorneys to consult with 
some representative of the trust department 
where a bank or trust company is named in 
a will or fiduciary agreement. The lawyers 
are also pledged not to discourage or in- 
fluence a client against using a bank or trust 
company in fiduciary capacities, where the 
clients indicates a desire for such services. 
In Cleveland, this platform of reconcilia- 
tion and cooperation has been accepted by 
banks and trust companies as well as mem- 
bers of the local bar. There may be slight 
differences, but the groundwork has been 
laid for a more enlightened and essential co- 
ordination in legal and administrative func- 
tions relating to estate management and 
execution of trusts. At Dayton, Ohio, the 
leading banks and trust companies as well 
as the Dayton Bar Association, recently 
promulgated an acceptance of principles. 
Agreements have also been arrived at 
recently between trust companies and local 
bar associations in Chicago, St. Louis and 
Buffalo. It is noteworthy that the Attorney- 
General of Missouri has refused a request 
for quo warranto proceedings against St. 
Louis trust companies on the ground 
that they are abiding by the code which 
sufficiently guards against any encroach- 
ment on professional preserves. 
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WHEN TRUST SECURITIES YIELD 
EXCESS INCOME 

DECISION of interest to fiduciaries 
was handed down recently by the 

Appellate Division of the Supreme 
Court of New York Jn the Matter of V ander- 
bilt, in which the court stated that where a 
will provides for the payment of a stated 
income to a beneficiary and where securities 
set aside to produce that income yield an 
excess, such excess belongs to the residue 
of the estate. 

Cornelius Vanderbilt died testate on the 
12th day of September, 1899, and his will 
was admitted to probate. By Article 
Seventh of his will he gave and bequeathed 
to his wife “the annual income or sum of 
two hundred and fifty thousand dollars 
* * * arising from securities to be selected 
from my estate and set apart by my execu- 
tors” to be held in trust for that purpose. 
Shortly after the death of the testator, his 
executors set apart out of his estate certain 
stocks and bonds to create the trust fund 
for the payment of $250,000 annually to his 
widow. The income appears to have steadily 
increased until at the date of the account, 
October 31, 1928, which was the first ac- 
counting, the surplus income amounted to 
$1,355,159.98. 

The petition of Mrs. Alice G. Vanderbilt, 
the testator’s widow and sole surviving 
trustee, asked that the court construe the 
will and determine to whom the excess net 
income of the trust was payable and the 
disposition to be made of it. It was held 
that it was clear from the language of 
Article Seventh that the testator intended 
that his wife should receive a fixed annual 
payment of $250,000 and that, to accom- 
plish this ruling purpose, the setting apart 
of securities to produce such payment was 
incidental. It was equally certain that he 
did not intend that this annual income 
should vary. 

Article Seventeenth, the residuary article, 
embraced every interest, for it included 
“any part of my estate which may not have 
been effectually devised or bequeathed, or 
from any other source * * *. Under that 
clause the Surrogate was justified in holding 
that the surplus income passed to the estate 
of Alfred G. Vanderbilt. The Surrogate 
likewise had the power to reduce the 
amount of the fund held to provide the 
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$250,000 annuity. The fund might be in- 
creased or decreased as_ circumstances 
required, as long as the amount of the fund 
was sufficient to carry out that intention. 
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UTILITY DIVIDENDS PAID IN 
STOCK HELD TO BE INCOME 


HE Supreme Court of Pennsylvania 
has rendered a decision in the case 

of Maris’ Estate, holding that stock 
dividends paid from current earnings must 
be held to be income in spite of a provision 
of a will declaring that all stock dividends 
shall be considered as principal. In this 
case, the residuary clause of the will pro- 
vided that ‘‘all stock dividends consisting 
of shares of stock of the corporations issuing 
them shall be considered as _ principal.” 
Among the securities held in the estate were 
shares of American Power & Light Com- 
pany and American Gas & Electric Com- 
pany, which companies at that time, in 
common with a large number of other pub- 
lic utility companies, paid dividends from 
current earnings in the form of the com- 
pany’s own stock. 

The Court declared that the public policy 
of the State was against accumulations of 
income and that no one would be permitted 
to set aside this public policy by the simple 
expedient of designating by another name 
that which the courts have repeatedly de- 
cided to be income. Therefore, despite the 
testator’s direction that all stock dividends 
must be considered as principal, those here 
involved remain income, and since the in- 
come is in effect ordered to be unlawfully 
accumulated, it becomes presently distribu- 
table to the life tenant. 

The judgment of the Court in this case 
is interesting not only because of this hold- 
ing, which is unquestionably sound, but 
also because of the effect which the de- 
cision may have on the well known Penn- 
sylvania rule affecting stock dividends 
representing capitalization of corporate sur- 
plus. Will the Court pursue its declara- 
tion regarding the public policy of the state 
to the point where provisions made in Penn- 
sylvania wills and trust instruments, that 
all extraordinary stock dividends shall be 
treated as corpus, will be held to be invalid ? 
It would seem that only a test case on this 
point will clarify the situation. 

















ABOLISHING BUSINESS CYCLES AND PERIODIC 
DISTURBANCES 


PROBLEM OF BLOATED PROSPERITY AND UNDUE DEPRESSION A 
MATTER OF EFFECTIVE CONTROL OF CREDIT SUPPLY 


CARL SNYDER 
Statistician of Federal Reserve Bank of New York 


(Epitor’s Note: 


There is a growing conviction that business cycles are not only 


susceptible of control but that violent fluctuations, such as experienced during the past 
year, must yield to a new technique of management and enlightened acceptance of eco- 


nomic values that lie at the heart of sound, enduring progress. 


business cycles, 


Mr. Snyder's study of 


presented through courtesy of the American Academy of Political and 


Social Science, affords proof that periodic disturbances are diminishing in intensity and 


duration. 
the supply of credit. “Moreover.” 
scientific certitude.” ) 


Kk have passed through what ap- 

pears to have been, in the violence 

and range of the debacle, the worst 
panic in the history of the New York Stock 
Exchange; and we find ourselves now in the 
midst of a somewhat severe business reces- 
sion. With this has come the specter of wide- 
spread unemployment and the consequent 
losses in wages, income, and wealth which 
are the usual sequels of the typical boom 
and crash. In a word, it is clear that the 
business c¢yele, in all its force, unaltered and 
undiminished, is still with us. 

It is the fashion of the superficial to 
this decline in business to the tre- 
mendous crash in the stock market. As a 
matter of fact, a tendency to decline had 
shown itself some time before the panic, just 
as it did before the long stock market de- 
cline which began at the end of 1919. There 
are reasons for believing that the declining 
course of trade would have been much the 
same, in both instances, had there been no 
stock market panic. It is, indeed, difficult to 
helieve that stock market gambling, even on 
such a colossal scale as last year, could so 
dominate the vast business of a nation of 
120,000,000, whose production and trade is 
now equal to nearly half the total for the 
commercial world. 


aseribe 


The forces that determine the ups and the 
downs of this incredible volume of trade lie 
deeper. The question of paramount interest 
is whether, in the last decade, or since the 
war, these forces have essentially changed, 


He traces the problem as chiefly one of effective or 
says Mr. Snyder, “I believe 
ness cycle from its equivocal position as a rather indefinite phrase 


rational management of 
we may now lift the busi- 
and define it with 


either in their nature or their influence. We 


find much to suggest that they have not. 


Subject to Emotional Moods 


era.” Volumes 


A year ago we were in the flood tide of 


were written to 
prove—by questionable statistics—that a 
wondrous change had taken place in the 
morale of business and of labor; that their 
product was increasing at an unprecedented 
rate; that the period could not possibly mean 
cnly the reappearance of the familiar and 
ancient “boom;” that we had developed a 
“new industrial order;’ and that therefore, 
no reason existed for believing that this un- 
usual prosperity would be followed by the 
usual sequence of decline and depressioa. 
Such a suggestion had become almost a 
heresy, or at least plain evidence of defec- 
tive and strabismie vision. 


“the new 


Unfortunately, all this is rather familiar 
history. We have always been an emotional 
people, given to exuberance, undue optimism, 
and then depression. Viewing our economic 
history and its accompanying literary prod- 
ucts, a detached student—let us say, like the 
psychiatrist—might readily see in these emo- 
tional moods a mild form of hysteria or 
manic-depressive aberration. Advancing psy- 
chology has taught us to realize how slight a 
part of our ideas and our actions are con- 
trolled by what, with a characteristic eu- 
phemism, we call “intellect”? or reason, and 
how large a part by unconscious and very 
primitive emotions. 
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Defining Cycles with Scientific Certitude 
But if belief in a radically changed eco- 

nomic order be a delusion, it is no illusion 

that in our knowledge of business cycles we 
have, in the last. decade or so, made a re- 
markable advance. If the test of any kind 
of knowledge be the degree of numerical 

measurement to which it has attained, I 

think we may say that the theory of the 

business cycle now approaches that of a 

science. It has attained this by careful 

measurement and patient comparison and 
sifting of the numerical results. 

So, for example, I believe we may now 
lift the business cycle from its equivocal po- 
sition as a rather indefinite phrase and de- 
fine it with scientific certitude. Thanks to 
the long pioneering labors of Mitchell, Moore, 
Persons, and their successors, and due espe- 
cially to the wealth of new material which 
has become available in and since the war, 
we may now not merely describe its charac- 
teristics, but measure and compare the eco- 
nomic forces involved. 

What, then, is this new knowledge? What 
is a business cycle? Viewed in the long 


stretch of our industrial development, it ap- 
pears as a disturbance in an otherwise singu- 
larly even, continuous growth in the produc- 


tion and the distribution of goods. As we 
look back at it now, it is singular how little 
attention has been paid to this element of 
persistent growth. No other characteristic 
of trade is more striking. For many indus- 
tries and many lines of economic endeavor 
we have accurate records extending back 
more than a century. All of these series. 
with one or two striking exceptions like, for 
example, traffic on the Erie Canal, reveal 
this continuous, fairly even and, we may 
add, usually decreasing rate of growth. In 
the case of the Erie Canal and others, we 
have a long rise and fall, describing, as the 
mathematicians would say, a beautiful para- 
bola. Otherwise, this unending growth. 


The Significance of Statistics 

Let me instance one series, peculiarly strik- 
ing and instructive. This is postal receipts. 
For more than a century, and almost with- 
out a break, the amount of these receipts has 
been steadily rising, year by year. These 
receipts are from many lines of industry, 
and it might be thought that they would be 
singularly sensitive to such wide variations 
in production and trade as are evidenced, 
say, by the iron trade and similar types of 
industry. 

Also, these receipts are measured in dol- 
lars; and the value of the dollar has varied 
enormously in the last century, just as in 
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recent years. In war time, for example, it 
may quickly sink to a half or even a third 
of its previous purchasing power; and, cor- 
respondingly, we must pay twice or three 
times as many dollars for exactly the same 
goods and enjoyments. The same effect you 
might think would be registered in the huge 
volume of the mails. Of this we find little. 
Year after year, decade after decade, gen- 
eration after generation, this line of postal 
receipts, in dollars, rises at an almost uni- 
form rate. In the periods of inflation or of 
“booms,” the rate increases little, and in 
panics and deep depressions it does not 
greatly fall. Even wide changes in the 
scale of postal rates do not greatly affect it. 
Clearly, if we had no other statistical 
record of trade or production than postal 
receipts, the idea and the phrase, of busi- 
ness “cycles” would never have been in- 
vented. The disturbances in this steady and 
persistent growth, are of the slightest. 
Whence has come, then, the widely prevalent 
belief in violent ups and downs of trade’ 


Financial Disturbances 

Largely, I believe, because we really do 
have wide and at times violent fluctuations 
in certain types of industry, like the iron 
trade especially, and in the absence of broad- 
er and more representative series, these fluc- 
tuations have come to be accepted as 
barometric of the whole of trade and 
nomie activity. There is yet another reason, 
which reaches far back. It lies in the severe 
financial disturbances to which this country 
became subject with the advent of the canal 
and the railway as means of transportation, 
making possible more general distribution of 
goods to distant parts of the country; and 
the still more striking development of bank- 
ing and credit exchanges which came with 
this extension of trade. 

These serious disturbances began to make 
their appearance a little more than a cen- 
tury ago and from the beginning they have 
been most strikingly related to banking and 
currency troubles. Banking, currency and, 


eco- 


more recently, credit disturbances have per- 
haps always been their most fundamental 
characteristics. This was especially obvious 
in the earlier panics, such as those of 1857 
and 1857. These apparently did not, so far 
as the available evidence extends, deeply 
affect the general industry and the trade of 
the country. But after the Civil War there 
was undoubtedly a marked change. Follow- 
ing the post-Civil War boom, which so mark- 
edly and strangely resembled our recent post- 
war boom, came the most widespread, devas- 
tating crisis and depression which this or 
perhaps any other country had ever known. 
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Then came another great boom, with an- 
other “new era” just like that after the Civil 
War, and then another yiolent collapse, in 
the crisis of 1893, which likewise carried 
with it a prolonged industrial depression. 
This striking recurrence of intervals gave 
rise to the theory or belief in a “twenty- 
year cycle,” of seemingly growing intensity. 

Thirst for Exaggeration 

There was no question about their severity. 
But, here again the evidence suggests that 
this was largely confined to the construe- 
tional types of activity. Broadly we may say 
that our beliefs and ideas about these “cy- 
cles” were deeply influenced by the chance 
or accident of what business series were 
readily available. One of the oldest and 
most accessible is our old friend, pig iron, 
and with this, several of its accessories, like 
coal and the concurrent variations of rail- 
way traffic. The fluctuations of these in- 
dexes have always been wide and striking; 
they have served well for headlines and sen- 
sational writers, and with our incorrigible 
thirst for exaggeration, they have been avid- 
ly seized upon, while evidence of the type 
of postal receipts was ignored. On the basis 
of the pig iron type of index it has been 
possible for the reckless and the dishonest 
to speak at times of “business” as 
thirty, or even forty per cent “below nor- 
mal.” On the basis of postal receipts this 
would be grotesque. Which is the more rep- 
resentative? 


twenty, 


We have had a census of manufactures 
since 1849; first decennial, then quinquennial, 


now biennial. This record is both in dollars 
and in quantities, and back to 1899 it has 
heen the subject of careful investigations by 
ersons, Day, and Thomas. The evidence is 
that, as for example in 1921, the yolume of 
manufacture may vary widely; but it is in 
the great basic industries, like the products 
of iron, steel, and coffee, whose oscillations 
so largely determine the index of the whole, 
that the widest variation occurs. In the 
immense production of “consumer goods,” the 
variations are small. 


Records Which Show Little Variation 

Then, lately, thanks to the Federal Reserve 
Board, we have actual records of the vol- 
ume of retail transactions in large and high- 
ly representative department stores; also a 
wide sampling of wholesale trade. These and 
similar records show even variation, 
even under most extreme conditions, as, for 
example, during such a catastrophic and un- 
exampled fall of prices as in 1921. As near- 
ly as the average of these retail prices could 
be measured, it seems possible that the ac- 


less 
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tual physical volume of retail sales in the 
depression year of 1921 was nearly equal 
to that of the boom period of 1919-1920. 

What, then, is the inference? Roughly 
speaking, from eighty to ninety per cent of 
our vast economic effort or, if you please, 
our national income, is expended for these 
directly consumable goods, services, and en- 
joyments. Not more than fifteen per cent, 
at the very most, according to the investiga- 
tions of King, Friday, and others, goes into 
savings or is available for new construction 
or improvements; possibly much less than 
this. Our hundred millions and more of bod- 
ies must be fed, clothed, housed, warmed, 
amused, instructed, doctored, lawyered, and 
preached to. 

So far as we can measure it, this vast tide 
of consumable goods and the services in- 
volved, flows on with little change from year 
to year and decade to decade, save for an 
unending increase, due to the increase of 
population and the steady advance of tech- 
nology and science. Clearly, in all this there 
is little discoverable of a business “cycle.” 

But the steel industry may abruptly shut 
down, the coal trade languish, building fall 
off sharply, railway traffic greatly diminish, 
and a wide variety of similar industries be 
affected. These industries employ several 
millions of men and women, five or six mil- 
lions, at least; we have unemployment on a 
large scale, and headlines appear in the 
newspapers, often in a high-minded endeavor 
to embarrass the Administration in power. 
This is the business cycle of popular par- 
lance. 


Progressive Amelioration 

Now I should not like to decry the im- 
portance of the business cycle as so por- 
trayed. It is constructional activity in all 
its forms—new plants, new maehinery, new 
methods, new roads, new modes of trans. 
port; in brief, the canal boat, the locomotive, 
the motor car, the steel skyscraper—which 
largely sums up and measures the nation’s 
physical and material progress. It is the 
variation in this activity which determines 
the prevailing tone of business, and espe- 
cially of what we call business enterprise, 
the planning and beginning of new works 
and new projects. If the extent, and per- 
haps the importance, of these variations has 
often been grossly exaggerated, it still re- 
mains that the maintenance of this activity 
is of deep importance for the livelihood and 
the comfort of millions of people and, to a 
lesser degree, for the nation as a whole. 
Even if the extreme variation in the total 
of our economic and industrial activity 
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amounts to less, perhaps, than five per cent 
from that normal, steady growth which we 
may now measure so accurately, this is still 
considerable. 

Must these perturbations or periodic dis- 
turbances continue indefinitely in the future? 
Are they growing or diminishing in inten- 
sity? The evidence as to the latter is, I be- 
lieve, clear. The crises and depressions of 
the last century were at least more pro- 
longed if not more severe than anything we 
have known in this century. These crises 
seemed to rise steadily in intensity with the 
rapid growth of the new Republic, the exten- 
sion of railway traffic, and the spread of a 
huge population over the entire continent. 
They appeared to reach their maximum in 
the drastic and prolonged depressions of the 
Seventies and the Nineties. 

Nothing like these has been known since. 
The crisis of 1921 was, while it lasted, the 
most acute of anything of which we have 
any definite record, in more than a century. 
The percentage fall in the steel trade, in 
railway traffic, and the like, was the heaviest 
ever known. It was soon over, however, 
and the country was back to normal produc- 
tion within a twelvemonth. And so with 
the sharp and equally brief crisis of 1907- 
1908. 


Is this progressive amelioration likely to 


continue? Will the business cycle gradually 
fade from view? Wherein lies the difference 
in the course of events in the last generation 
and the preceding? We touch here perhaps 
the deepest and most important of economic 
problems. The distribution of wealth seems 
less an economic than a biological or psycho- 
logical problem. Its inequities are automat- 
ically ameliorated with the steady and pro- 
gressive increase of the per capita output 
in production. It is the maintenance of 
maximum production, employment, and pros- 
perity that is the vital question, and also 
the more practical one. 

The difficulty in most economic research 
is the brevity or inadequacy of the statistical 
material, in this case the small number of 
instances. We do not yet know why the deep 
depressions of the Nineties and the Seven- 
ties should be of tragic severity, and those 
of the latter period much milder. I believe 
we already have a clue and perhaps—I re- 
iterate the “perhaps’—the answer. 

Increase in Gold and Bank Credit 

The thirty years following the Civil War 
and the postwar boom were years of deep 
disturbance in the supply of credit and cur- 
rency, due to our defective banking and 
currency systems. They were years of de- 
clining gold production and generally declin- 
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ing prices; broadly, they were periods of 
widely alternating boom and _ depression. 
Then came an abrupt change. 

By a singular chance, what Mr. Bryan 
sought and prayed for in “free silver’ was 
literally realized through “free gold.’ Our 
definite accession to the gold standard coin- 
cided with an enormous increase in gold 
production. It was simply dumfounding. It 
is little realized that between two-thirds 
and three-quarters of all the gold ever found 
in the world has been produced within these 
last thirty-five or forty years. With this 
came naturally a corresponding and world- 
wide expansion of bank credit, and without 
question an unusual increase in easily avail- 
able capital. Likewise, it brought, as always, 
a world-wide rise in prices. The connection 
of these events seems unmistakable. 

We may now be entering another era. In 
the last ten years or more, we appear to have 
reached at least a temporary maximum of 
gold production. 3ut the business of the 
world expands steadily, creating a continu- 
ally growing need of bank credit and of 
gold reserves. If we rigidly adhere to pres- 
ent standards, and the failing supply of gold 
involves a period of falling prices, as in the 
Seventies and the Nineties, will the economic 
characteristics of these latter periods like- 
wise return, that is to say, periods of pro- 
longed depression, unemployment, 
tress? 

Who is there to say? We may speculate, 
we may spin phantasies that we dignify with 
the grave name of theories. We may say 
that we have now perfected our banking 
system until, from one of the worst, we prob- 
ably have now one of the best; though the 
astonishing number of small bank failures 
in recent years would suggest that it is still 
far from perfect. 


and dis- 


Absence of Price Stability 

Again, we may imagine that business and 
corporate management have undergone a 
great improvement and that the steady in- 
tegration of business into larger units has 
brought a marked increase in stability. Even 
here the heavy inventories accumulated at 
fantastic prices in the postwar boom of 
1919-1920, and the demoralization of busi- 
ness and production which followed, would 
obviously raise a large question. There is 
even much to suggest that in business cycles 
the large units undergo wider variations of 
production or volume, and of employment, 
than of the smaller units. Mere size does 
not seem to insure stability, but rather the 
reverse. 

Nor have we attained any high stability in 
prices. If we take the index numbers of 
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commodity prices as a test, the last eight 
years since 1921 have shown rather wider 
variations than, say, the eight years just 
preceding the war. 

In brief, it does not seem that the evidence 
is at all conclusive that the crises and long 
depressions of the last century will never 
return. The facts are clear that these long 
depressions ran parallel with declining gold 
production and falling prices, while the large 
prosperity and the short and sharp crises of 
the present generation have run parallel with 
an enormous increase in gold production and 
the credit supply, and a corresponding rise 
in prices. 

Overproduction Is Worldwide 

This is important because many compe- 
tent writers and theorists, Fisher and others, 
have held that the business cycle is essen- 
tially a phenomenon of prices or _ price 
changes. At the present time we may speak 
vividly of a conjuncture of apparent over- 
production in a wide number of important 
basic commodities, with an attendant severe 
decline in prices. This condition seems world- 
wide. It has been acute in rubber 
Malaysia; in wool from Australia, 
America, and South Africa: in coffee from 
Brazil and Colombia; in sugar from Cuba 
and the Philippines: in tin from Bolivia and 
the Straits; in wheat from Australia, Can- 
ada, Argentine, and so on. These severe de- 
clines must deeply affect the purchasing 
power of the countries in which these com- 
modities are produced, though in turn they 
occasion, to a certain extent, a correspond- 
ing increase in the buying power of coun- 
tries in which they are largely consumed. 
Nevertheless, these dislocations in industry 
may temporarily have a serious and far- 
reaching effect. There is no doubt that a 
severe disturbance in commodity prices does 
profoundly disturb production and trade. 


from 
South 


Primal Cause of Business Cycle 

It would be difficult, however, to demon- 
strate that the rise or the fall in such prices 
is the primal cause of the “business cycle,” 
though falling prices seem strongly to con- 
tribute to a depression and especially to its 
duration. The most abrupt and violent world- 
wide fall in the price level of which we have 
any clear statistical record was that of 1920 
1921; and the record goes back more than a 
century. Here the clear evidence seems to 
be that the fall in prices was preceded by a 
definite decline in general trade, and like- 
wise by what I believe we shall find to be 
the invariable precursor of such a decline 
both in trade and in prices, that is to say, 
a rise in interest rates. 
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It seems probable that this is the almost 
invariable sequence: rising interest rates, de- 
clining trade, declining prices, crisis, and de- 
pression. For example, this is precisely the 
sequence or “cycle” through which we have 
passed in the last year or more. 

Do I appear to 
interest rates are to be considered as a 
“cause” of business cycles? In my own 
view nothing could be farther from the fact. 
Interest rates are, for the most part, but a 
symptom, an epiphenomenon. The banker is 
accustomed to distinguish between “tight” 
and “easy” money, and “dear” or “cheap” 
money. By this he means simply that funds 
may be plentiful or scarce, whether the rate 
be high or low. A very clear example was to 
be seen last year when call money, and 
brokers’ 


suggest from this that 


time money especially, grew very 
dear, prohibitively dear for any sane person. 
But funds were abundant at these prices. 


The Credit Supply 

These distinctions, I believe, strike at the 
very core of the problem. It is not the in- 
terest rate, not the “price of money” that is 
vital, save under exceptional conditions. The 
vital thing is the credit supply which is the 
actual force behind interest rates. Here, I 
have come slowly to believe, lies the real 
clue to these variations in national welfare. 
The new measurements of production andl 
trade, in their different forms, on which I 
have been engaged in the last ten years, have 
led to conclusions which as yet have found 
little acceptance. These and other measure- 
ments of the velocity of bank deposits, and 
the long-term growth of credit and its fluc- 
tuations, have permitted a quantitative anal- 
ysis of the factors involved, and this has 
yielded some results and relations of surpris- 
ing simplicity, incredible to the more cus- 
tomary modes of thinking. 

If the work is sound, and the conclusions 
valid, we no longer need to exercise our 
ingenuity and imagination in inventing fan- 
ciful “causes” for the explanation of par- 
ticular events, when the evidence as to the 
fundamental nature of these events seems 
adequate. 


The Trade-Credit Ratio 

What before the war could be but a more 
or less well-grounded belief is, I think, now 
susceptible of definite proof. This is the 
extraordinary and almost unbelievable fixity 
of the volume of production and trade, on 
the one hand, and the volume of credit on 
the other, the variations in this trade-credit 
ratio being expressible in the broad level of 
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(Eprror’s Note: 





The bristling ideas and illuminating erperiences presented by Mr. 


Davidson in the following article cannot fail to make a strong appeal and impart nei 
stimulus to all those engaged in the development of new trust business, especially as 
regards the relation of life insurance to the proper planning of estates. The author hits 
the bull’s eye not only as to effective selling but also as to 100 per cent cooperation between 


trust men and life underwriters. 


He backs up his advanced formula with actual results 


achieved and they are rather of a kind which must be startling to the average trust 


solicitor or new business man who is still groping for the answer to the question: 
plaining or Advertising or Selling—Which?” ) 


KNOW of a bank that secured trust busi- 
ness last year amounting to $200,000,000 
more than it would have received if it 


had not changed from the “explaining” 
method to the “advertising” and “selling” 
method. Up to three years ago this bank 


had been doing no soliciting, and had not 
been advertising the services of the trust 
department. This additional $200,000,000 or 
more, which was received last year and 
which can be expected with a high degree of 
certainty to continue annually, was avail- 
able prior to this change in methods, and yet 
the officers were seemingly satisfied with 
the bank’s standing in the community and 


with the normal flow of new business to 
their institution. 
Why, may I ask, did they neglect this 


$200,000,000 field? They will tell you that 
it was because they did not realize at that 
time that a bank or trust company cannot 
secure trust business in an amount com- 
parable with the amount available by ex- 
plaining or advertising, or explaining and 
advertising, unless.it adds to these methods 
direct solicitation or selling. 

Two years ago, while addressing a meeting 
of bank officers and life insurance men in 
Philadelphia, I made this statement: namely, 
that a bank or trust company cannot secure 
trust business in an amount comparable with 
the amount available by explaining or ad- 
vertising, unless it adds direct solicitation 
or selling. At the close of the meeting, many 
trust officers came up to me and said, “Our 
bank has recently been willing to advertise 
trust service, but we have never considered 
putting on salesmen to eall on people and 


“Bar- 


solicit this business.’ No doubt, this was 
also true at that time in many other cities, 


but since then the truth of my statement 
has been demonstrated by the increasing 


amount of business secured by the following 
New York banks, who realize the necessity 
of selling their trust services: Bankers 
Trust, Central Hanover, Chase-Equitable. 
Chemical, Guaranty, and National City, and 
others. 

(Nore: Listing is alphabetical, not accord- 
ing to business secured. ) 


Difference Between Explaining and Selling 

Not long ago, I met a man who jokingly 
remarked that he had requested in his will 
that his pallbearers be limited entirely to 
bank officers. He said, “The banks have 
been carrying me all my life and I want 
them to carry me after my death.” His busi- 
ness success would have been impossible 
without the splendid cooperation of the loan 
department of the banks and he realized it. 
He had received a large amount of trust ad- 
vertising from these banks, which he thought 
was interesting. Since he had not been so- 
licited by salesmen, upon his death the es- 
tate, which would not have been in existence 
if the banks had not “carried him all his 
life,’ was managed by an individual executor 
and trustee who was not a member of the 
family. 

When I told a bank president recently that 
in my opinion a bank cannot secure trust 
business in an amount comparable with the 
amount available by explaining or advertising 
unless selling is added to these methods, he 
asked me what the difference between ex- 
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plaining and selling was. ‘The difference be- 
tween getting the business you are entitled 
to and getting about 10 per cent of it,” I re- 
plied. Since this answer did not satisfy him, 
I explained it in detail, as I will attempt to 
explain from my own experience farther on 
in this article. 

I wonder how many new business mana- 
gers can tell the difference between an “ex- 
plainer” and a “salesman.” Every week I 
meet men who are devoting their entire time 
to the securing of new trust business, who 
are 100 per cent explainers only, but who 
think they are salesmen. One of these ex- 
plainers in a middle western city told me 
the following story. “I was simply as- 
tounded,” he said, “when a man worth over 
$10,000,000, whom I had been cultivating for 
three years told me that he had just named 
the ——————— Bank as executor and trustee 
in his will. I had played golf with him 
several times a year, I had arranged for him 
to lunch with our president, I had explained 
to him the setup of our trust department, 
and I always reminded him that whenever 
he got around to revising his will, I counted 
on his remembering our bank. I simply can- 
not understand how the other bank got 
him!’ I looked into the matter and found 
that a man with an unusually successful 
sales experience had been employed by the 
trust department of the other bank, and 
after receiving some trust and tax educa- 
tion, had been permitted to adapt his past 
sales methods to the securing of trust busi- 
He closed the business with this client 
on his second interview, and he admitted 
that the explaining which had been done by 
the representative of the other bank during 
the past three years made it much easier for 
him and saved him considerable time. 


hess. 


Some Interesting Personal Experiences 

Explaining, advertising or selling—which? 
This is a question which each bank has to 
answer and is one that took me several years 
to answer for myself. Here are a few of my 
experiences which led to it. 

While employed in a trust company in 
Louisville, Ky., many years ago, a friend 
of mine whom I met in A. I. B. meetings, 
told me that the president of his bank or- 
dered all of the men in the bank never to 
ask anyone to bring his account to that bank, 
because, he said, “Some day he may wish 
to make a loan which we are not willing to 
make, and he may think that we should 
make the loan because we asked him to 
bring his account here.” At this time the 
trust company by whom I was employed 
brought in a vice-president from the commer- 
cial world who decided to advertise the say- 
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ings department. I thought this was a pro- 
gressive step, but some of the other officers 
thought it injured the dignity of the institu- 
tion, and they criticized him severely to the 
directors with the result that his advertising 
program was materially curtailed, even 
though he was able to show large increases 
in new business in every department. This 
did not look like progress to me, and inas- 
much as I wanted to progress, I began look- 
ing for another yocation, and took up a 
course in salesmanship as my preparation 
for the way out. 

Since I had had some experience in teach- 
ing as a side line while employed by the 
bank, I was offered and accepted a position 
of selling this salesmanship course and teach- 
ing classes in it. I continued in this work 
for a year and then changed to life insur- 
ance, but continued teaching salesmanship 
under the auspices of the Y. M. C. A. After 
several years in the life insurance field, I 
learned that the continuous teaching work 
had got me into the habit of simply explain- 
ing life insurance instead of selling life in- 
surance. I found that this habit affected my 
business materially. Whereas I was satisfied 


to explain life insurance and its benefits, 
and whereas I thought that my principal 


duty was to make a proper explanation, my 
competitors felt that their main purpose in 
the business was to make sales. 

I finally learned that if I explained to a 
prospect who needed insurance how the poli- 
cies, rates, dividends, ete., were determined, 
and what the advantages were, I did not 
do near so much for him as my competitor 
who followed me and focused the entire 
attention of the prospect upon securing the 
life insurance. I consequently became a 
salesman instead of a mere explainer. Later 
on when I got away from straight life insur- 
ance selling, and organized the Estate Plan- 
ning Corporation, I still kept in the front of 
my mind the idea that no matter how valu- 
able our service was to the client it would 
do him no good unless it was sold to him, 
and it would be of no use to us unless it 
was sold. 


Assisting Clients to Properly Plan Their 
Estates 


We sell trust business in some cases, we 
sell life insurance in some cases, and we 
also sell the idea of being paid a fee for our 
service in assisting our clients to properly 
plan their estates. Our compensation has 
averaged a little over $10,000 per case, and 
yet several of the New York City banks 
have advertised to do free practically the 
same thing we receive $10,000 for. They 
have not advertised “Estate Planning;” they 
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have advertised “estate analysis.” And in 
some cases with this exception the advertis- 
ing has been extremely similar to ours. In 
fact, one financial institution complimented 
us by copying several paragraphs of our 
advertising verbatim. You may wonder why 
people are willing to pay us $10,000 for a 
job which a large New York City bank offers 
to do free. I mention this because it will 
help you to see that when we started opera- 
tions in New York City in 1927 with no 
acquaintances and no contacts of any kind, 
and with very little capital, it was necessary 
to do two things. 


1. Make a thorough and correct analysis 
of the field. 

2. Use the proper explaining, advertising 
and selling methods—not one or two, 
but all three of them. 

During the first six months of this year I 
secured $17,700,000 of trust business for New 
York City banks without any expense to 
them; I placed $5,750,000 of life insurance 
with premiums in excess of $250,000, in addi- 
tion to the fees which we receive for assist- 
ance in the planning of estates. The total 
wealth of the individuals for whom we have 
prepared estate plans during the past few 
years is in excess of $800,000,000. We should 
have done much better, but the results indi- 
cate that we are working in the right direc- 
tion. 

In endeavoring to analyze this field, I 
found that the banks were using a large 
number of different folders and booklets ex- 
“laining different phases of trust service, 
and the need for it. The advertising agency 
I selected advised me to put all of my book- 
let money into one book, and so we prepared 
a book explaining the needs for proper es- 
tate planning which cost us $5 per copy. 
The title of the book was, “The Hazards of 
an Unprotected Estate.” The first client we 
secured in New York City saw this book in 
someone’s office, and, partly because of the 
expensive looking cover and partly because 
of the title, he requested a copy. Our profit 
on his case was $23,400. When we opened 
an office in Minneapolis, our first Minne- 
apolis client was secured because of lis 
reading a circular letter and sending in a 
card requesting this book. The profit on 
this case was $32,400. 

When we came to New York, some of the 
banks thought that our entire business was 
merely selling life insurance, but after they 
received this book, some of them changed 
their minds, since they were of the opinion 
that no life insurance agent would spend 
$5,000 for 1,000 books and then give them 
away. We thought the book was well worth 
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while, but—we did not stop with advertising. 
The purpose of the advertising was merely 
to make it possible to secure a contact with 
the prospect and to mold the mind of the 
prospect so that it would be receptive. We 
had decided that we would not consider any 
sases where the income of the prospect was 
less than $100,000 per year. This meant that 
the minimum estate would probably be about 
$2,000,000. Since it is rather difficult for a 
stranger to come to New York with no con- 
tacts and spend all of his time trying to sell 
men whose incomes run from a minimum of 
$100,000 per year to $1,000,000 per year, we 
could not have secured these interviews with- 
out advertising, but we were able to do it 
with the assistance of advertising. 


Acting Upon Suggestions and Putting Them 
Into Effect 

After getting to the prospect, it was a 
matter of selling—not merely explaining. 
The following story will probably illustrate 
what I mean. While I was in Buffalo before 
I came to New York, I received a card as 
the result of a form letter, stating that the 
signer would grant me an interview regard- 
ing the creation of some trusts and a holding 
corporation. Since I knew where he banked, 
I called on the trust officer and asked if he 
had anything to suggest. He said, “I can- 
not understand this, because I was told that 
he created an insurance trust, revised his 
will and formed a holding corporation sev- 
eral months ago.” Since this man’s attorney 
was also counsel for the bank, the trust offi- 
cer called up the attorney and asked what 
had been done. He replied, “I prepared a 
trust agreement more than three months ago, 
and Mr. comes in about once a 
month to ask some questions or make other 
suggestions, but he has not closed anything. 
because there are several questions which 
are still undecided.” 

I called on the client, and after working 
with him for about a week and after having 
secured definite decisions on all of the ques- 
tions which were open when I called on him, 
I made this statement: “Mr. Blank, all of 
my time and your time will have been wasted 
unless you actually act on these suggestions 
and put them into effect. Your attorney is 
not going to urge you to do so. He is al- 
ways glad to answer the questions you ask 
and to do the work you assign him, but it 
would be unethical for him to solicit busi- 
ness or to urge you to take any action. You 
have an account with the trust company 
named in these instruments, and your cor- 
poration is one of their largest depositors. 
You are also a customer, I believe, of the 











bond department. If the trust department 
should irritate you by insisting upon your 
completing this business, and, as a result, 
you withdrew from the bank, all of the 
other departments would blame the trust 
department and the man who is guilty would 
probably be very uncomfortable. We are the 
only ones who have nothing to lose by urg- 
ing you to complete this matter. We realize 
that there is every reason why you should 
do so and no good reason in favor of pro- 
crastinating, and so we are going to stay 
right with you until these instruments are 
executed even though we run the risk of 
your becoming a little peeved because of our 
insistence.” 

He laughed and said, “Go right ahead, I 
think you are right!” One week later the 
whole matter was closed. 

In our selling we believe that this is an 
age of the eye rather than the ear. Some 
people may be ear-minded but we are cer- 
tain that the majority are eye-minded. In 
the lounging room of the luncheon clubs I 
see men every day sitting down looking at 
the illuminated ticker tape. It would be a 
simple matter to have this information 
spread in brokers’ rooms, luncheon clubs, ete.. 
by means of the loud speaker, but it is not 
being done, because most men are eye 
minded. 

Preliminary Sales Charts and Diagrams 

We use in our preliminary work sales 
charts and diagrams, and we present writ- 
ten proposals covering income tax reduction, 
estate tax and estate expense reduction, pos- 
sible use of trusts, revision of will, revision 
of present holding corporations, if any, and 
life insurance. Photostatic diagrams, show- 
ing uniform distribution under the will, all 
trusts and the life insurance, are prepared 
in many cases. My most effective work in 
life insurance and also in estate planning 
has been done with the comparative sales 
charts which we use. We have proved that 
even printed material may be prepared from 
the “sales” viewpoint instead of that of mere 


explaining. May I give an example? 
The Lincoln Alliance Bank of Rochester 


asked me to address a dinner meeting of life 
insurance men on June 30th, at which meet- 
ing I used stereopticon slides made from the 
sales charts which changed my life insur- 
ance production from about $200,000 per 
year to over $2,000,000 per year. The store 
which furnished the stereopticon sent along 
one of their clerks to operate it. At the 
the meeting the operator of the 
purchased insurance from one of 
present at his own request. This 
first insurance he had purchased. 


close of 
machine 
men 
the 


the 
was 





TRUST COMPANIES 






151 





He bought because the charts were not built 
to explain insurance trusts, but to sell in- 
surance trusts. 

The National Commercial Bank & Trust 
Company of Albany asked me to give the 
same address to a dinner meeting of Albany 
life insurance men and I afterwards re- 
ceived a letter from J. H. Herzog, vice-presi- 
dent, telling me that an agent came into the 
bank the next day and borrowed the set of 
these charts which had been loaned them 
by the Bankers Trust, with which he went 
out and closed a $100,000 case on the first 
interview. You can therefore readily under- 
stand that I believe in focusing all ideas on 
the case towards selling instead of merely 
explaining. 


More Effective Cooperation Between Trust 
Men and Life Underwriters 

The same principle could be applied in a 
more practical way than is being used at 
present in the cooperation between trust men 
and life underwriters. A well-known life’ 
insurance man, who has been successful in 
bringing a sizable amount of trust business 
to a certain bank which has advertised ex- 
tensively its belief in such cooperation, said 
to me recently, “You know, the Bank 
claims to have a very liberal attitude on the 
subject of cooperating with life underwriters. 
Their liberality reminds me of John Smith’s 
wife. After having kept a pretty strict 
watch over him for several years, she sur- 
prised him one day by telling him she would 
have no objection to his going out with one 
of the Siamese Twins, provided—she left 
her sister at home!” He said that the liber- 
ality of this bank was hedged around with 
so many provisos as to make it impossible 
for him to secure any business from it. He 
pointed out several other banks who had 
done nothing to assist life underwriters ex- 
cept appoint as insurance trust officers men 
who had made a failure of their work while 
selling life insurance. 

I recognize myself that the life insurance 
profession is indebted to the banking pro- 
fession because of their splendid advertising 
of insurance and for many other reasons, 
but I also believe that the cooperation can 
be improved in its practical working out so 
as to result in greater profits to both sides. 

Many banks and trust companies have by 
means of their literature and advertising ma- 
terial been trying to educate life insurance 
men on trust subjects. It has seemed to me 
that they have been trying to make poor 
trust officers out of good life insurance men. 
Many have also it seems been trying to make 
poor life insurance men out of their good 
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trust officers. I am strongly in favor of the 
life insurance men selling the life insurance 
and the trust men selling the trust business. 
The life insurance men want the banks to 
furnish them with life insurance contacts, 
and the banks want the life insurance men 
to furnish them with trust business contacts. 


When a life insurance man succeeds in 
getting his client to plan the distribution of 
all of his policies on some well thought out 
basis, the prospect is then in the right frame 
of mind for the trust officer to secure his 
will and a life insurance trust. The life in- 
surance man is then in a position to furnish 
the bank with a splendid contact for trust 
business, but it is not done in 2 per cent of 
the cases. When the trust salesman has se- 
cured a will, the client is then in the best 
possible frame of mind for the life insurance 
man to sell him additional insurance. The 
client is at that time a made-to-order con- 
tact for the life insurance man. 

What marvelous opportunities each has to 
cooperate with the other, but it is not work- 
ing out that way. The trust salesman does 
not furnish the life insurance man with this 
contact in 2 per cent of the cases. May I 
ask why? The answer is very simple. The 
life insurance man has not been furnishing 
these contacts to the trust salesman because 
the trust salesman does not furnish these 
contacts to him. Similarly, the trust sales- 
man does not furnish these contacts to the 
life insurance man because the life insurance 
man has not been furnishing him, the con- 
tacts referred to, and for other reasons. May 
I illustrate with a few instances some meth- 
ods of possible practical cooperation? 


Some Methods of Practical Cooperation 

A trust company in New York City which 
does trust business only and is not a finan- 
cial department store, was named as execu- 
tor under the will of a New York resident 
who came to this country several years ago 


from Europe. He did not name the bank 
as trustee because there were no trusts in 
his former country, and he was not sold on 
the idea. Furthermore, he carried no life 
insurance because business men in his coun- 
try did not carry life insurance. After we 
had completed planning his estate, this trust 
company was named as trustee in his will 
and was also named as trustee for $1,500,000 
of life insurance which he purchased at our 
suggestion. Since the estate amounted to 
$12,000,000, I consider that we brought to 
the bank a $12,000,000 testamentary trust and 
a $1,500,000 life insurance trust. 

I know many trust solicitors who solicit 
wills only. They say, “We have developed 
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a method of selling wills, and we have not 
developed a method of selling voluntary 
trusts, life insurance trusts, ete., SO we are 
able to get more business for our bank by 
concentrating on the selling of wills.” I feel 
certain that their total business could be 
increased at least 20 per cent per year if 
after having secured the will, they were able 
to introduce the right life insurance man im- 
mediately, because the life insurance man, 
coming in while the question of properly dis- 
tributing and protecting his property was 
fresh in the prospect’s mind, would secure a 
life insurance trust equal on the average to 
at least 20 per cent of the entire estate. The 
packing business could not afford to let a 
by-product go to waste if the by-product 
meant one per cent of their business, but for 
some reason or other the new business mana- 
gers of trust departments in hundreds of 
cases are making no effort whatsoever to se- 
cure this by-product amounting to 20 per 
cent or more. 


A Safe Bet 

I assisted in organizing a group of seven 
teen men in New York City, all of whom 
produce over $1,000,000 of life insurance per 
year and all of whom believe in cooperating 
with banks and trust companies. These men 
brought in $78,000,000 of trust business and 
practically 100 per cent of it was business 
which they originated themselves. It was 
not business originated by the trust officer. 
In endeavoring to find out how much life 
insurance they had sold which was orig- 
inated by or suggested by a bank or trust 
company, I found that the total in this group 
was considerably less than $1,000,000. 

One of these men told me last week that 
he had referred one trust solicitor to five 
cases in the past year, immediately after 
completing the insurance planning. The trust 
solicitor has already secured $1,000,000 of 
business from this source and has consider- 
able other prospective business on which he 
is working. The score on the other side is 
zero. The trust solicitor has referred no one 
to him, nor has he referred the agent to a 
man who has just completed his will. And 
yet the new business manager of this bank 
thinks that they are doing more than any 
other bank to cooperate with life underwrit- 
ers. 

If any man in New York City who devotes 
his entire time to securing wills thinks I am 
talking through my hat about this 20 per 
cent figure, I am willing to make a bet with 
him that if he wiil introduce someone from 
this group of 17 million dollar producers to 


(Continued on page 257) 








SECURITY PRICE RECORDS IN CONJUNCTION WITH 
PERIODIC REVIEW OF TRUSTS 


VISIBLE RECORDING SYSTEM ENABLES TRUST OFFICER TO KEEP CLOSE 
TAB ON TRUST INVESTMENTS 


EDWARD J. REILLY 
Trust Officer, Fulton Trust Company of New York 








(Epitor’s Note: The trustee’s job is often a thankless one. Before the stock market 
break there was a growing demand upon trustees to switch trust holdings from fixed- 
income bearing bonds to stocks. Now there is difficulty encountered with beneficiaries 
who want to know why stocks were not sold at top of market. Recent court decisions on 
the subject of discretionary power and liability impart timely interest to the following 
description of a price recording system for trust securities as a continuous and visible 
check on market factors as affecting each individual trust.) 


HE periodical review of investments’ tions of the officers or investment counsel, a 
in trust estates is an unquestioned duty real effort being made to have the reviews 

of every fiduciary. Careful and intelli- complete, intelligent and effective. 
gent assembly and presentation of the facts But even in those cases where such re- 
of the trust and its investments to the trust views are being made in the most approved 
committee is right now commanding the and scientific manner, we may well inquire 
diligent attention of trust officers through- what checks, what contact, what supervision 
out the country. In most cases, twice each of the investments, both as individual securi- 
year the facts are being laid before trust ties and as the assets of each trust is main- 
committees, together with the recommenda- tained between the periodic reviews? Does 
the trust department maintain ade- 
annie curvene Saft: 2, 1962 wvenes coven 332 uanuny N.Y..E. quate records of security price and 
yield progress or does the supervision, 
if existing at all, find itself limited to 
on any interest tate. ourerinome i0,0r0,00 the checking of news items in financial 
en publications or other statistical serv- 
ices subscribed for by the institution. 
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Matters Requiring Constant Surveillance 


It is not difficult to see how such 
checking of news services to detect 
spots in the security holdings of the 
trust department justifying attention 
———-———-——-~~—==ey 3 Yelatively useless. As a method of 
sail ated oat Bian, focusing attention upon the progress 
of the companies covered and checking 
| such items as time limits upon the ex- 
ercise of options, or sinking-fund and 
security call operations, it attains its 
greatest possible utility. But for such 
| important matters as determining 
| whether a particular bond held in 
| trust is selling out of line with other 
| 
| 


| 





| | securities of the same class, advising 
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CONVERSION FEATURES AFFECTED IN 193%, 1933, 1934 


Pale: ices that a bond or callable preferred stock 
is selling well above the call price, in- 
Consumers Utility Corporation Convertible 4$'s aii ee dicating that a convertible bond is 
In this card the functions of a security ledger, greatly in demand because of specula- 
called bond and sinking fund tickler, and es- tive operations in the equity issue into 

sential information record are economically eee Z ‘’e are pai 
combined. Which it may be converted, reveal- 
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ing that a particular holding has been experi- 
encing a steady price appreciation or depre- 
ciation of unusual proportions over a limited 
period, such methods of supervision are in- 
deed inadequate. Yet the factors mentioned 
are most important. They often determine 
the right of particular institutions to lay 
claim to the title of pre-eminence in the field 
of trust administration. Under no circum- 
stances should they be lost sight of. Unfor- 
tunately, they often are. 

A well-known probate judge declared from 
the bench a short while ago that no trust 
company is any better than its trust officer. 
The thought involved here, that no corporate 
fiduciary is any stronger than the manage- 
ment engaged in the actual performance of 
the duties of trusteeship as distinguished 
from the prestige and position of the distin- 
guished directorate, is corollary to the propo- 
sition that no management is any stronger 
than the tools, the sinews it has available 
for its employment in the conduct of the 
affairs with which it is charged. The most 
able and intelligent fiduciary executive is 
functioning in the dark, only partly efficient, 
if handicapped by improper or inadequate 
methods of ascertaining facts. It is the pur- 
pose of this discussion to present one method 
of keeping in close touch with all facts on 
security price fluctuations and doing so with- 
out an inordinate increase in overhead. 


Visible System of Checking Trust Securities 

In order to conserve on the number of 
records maintained and secure maximum 
efficiency from the operation of all essential 
records, it has been found feasible in our 
institution to incorporate this important 
auxiliary service of keeping abreast of trust 
investments, directly with the _ security 
ledger. By security ledger we mean the 
ledger recording securities by securities and 
tabulating the amount of each security item 


A glance over Securities Record reveals any 
change in price and yield over an extended 
period. 
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held and for whom. This security ledger. 
kept in constant proof with the individual 
ledger containing records by accounts, serves 
also as a control upon the individual ledger. 

It has been ascertained that visible rec- 
ords, particularly in a security ledger, are 
far superior to bound or loose leaf systems. 
The information furnished by news services 
“an be checked in a fraction of the time 
required to thumb ledger sheets when a 
glance at the alphabetical arrangement of 
the cards reveals at once whether the secur- 
ity in question is held. Accordingly, we 
have adopted a visible system. This visibil- 
ity may be said to be the factor which en- 
ables us to use the same ecard for investment 
Supervisory purposes as is used for book- 
keeping controls, because checking of prices 
is greatly simplified. A distinguishing tab. 
always in evidence, indicates the market in 
which the security in question is listed. 

It will be noted from the illustration of 
the open card that the card record is really 
two cards, a flap arrangement making avail- 
able an addition record area on each side 
equal to more than SO per cent of the base 
ecard. Since both sides of the flap are used, 
actually there is about 160 per cent of the 
base card usable area which may be used 


for the purposes of the auxiliary record. 


Entries Revealed at a Glance 

The base card contains the bookkeeping 
entries which reveal at a glance which ac- 
counts hold the security in question and the 
amount, in par values, held for each trust 
account. Supplemental to this record, at the 
base of the card there is the additional in- 
formation of call price and date if the se- 
curity happens to be callable. Also we learn, 
in the case of bonds, whether the company 
pays the 2 per cent tax, the legal status of 
the security as an investment for trust funds 
and its rating. In the right hand corner 
the interest or dividend due dates are marked 
and, in the case of bonds, the year of ma- 
turity. A small colored tab in the corner 
tells at a glance whether the security is 
listed on the New York Stock Exchange, the 
Curb Market, any other market, un- 
listed. 

The inside flap furnishes important sta- 
tistical information which is exceedingly use- 
ful in interpreting price fluctuations and 
charting future policy with respect to the 
particular issue. In reviewing securities by 
securities as distinguished from reviews by 
trust accounts, this conveniently tabulated 
essential data is invaluable. It provides an 
ever-present, unforgettable record of statis- 
tics which, while unquestionably available 


or is 
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elsewhere in books, is nevertheless often dis- 
regarded because not actively sought after 
nor accurately borne in mind. Only culpable 
negligence could account for passing material 
information unnoticed and failure to take 
action if action is warranted. 


Recording Price and Yield 

The outside flap is used to record price 
and yield fluctuations. Once each month 
and oftener if security market actively jus- 
tifies, a security clerk goes through the en- 
tire security file charting the current market 
price and yield on each issue of each com- 
pany held. This function is really not so 
laborious as it might at first seem to be, 
since bond and stock records are kept on 
cards of different color and the tab in the 
right hand corner indicates at a glance where 
the security is traded in. The Fitch Bulle- 
tins of Stock and Bond Quotations have been 
used with considerable success in maintain. 
ing this record. 

In the sample record before us we find 
that the bond in question has not fluctuated 
materially during the period when the rec- 
ords of its price and yield variations were 
maintained. Nor does it appear that the 
current yield is out of line with that of other 
securities of the same class. Hence, no ac- 
tion is to be taken. On the other hand, a 
glance will tell at once whether over a period 
of three months this bond has varied five or 
six points, the current yield then showing if 
the security is selling at a higher or lower 
price than other securities of the same gen- 
eral type. If such happens to be the fact, 
immediate notice of the condition is avail- 
able. 

It may be that no action will be taken 
as the rise or fall may be general, in keep- 
ing with conditions in the security market, 
or special because of some condition in a 
particular industry but no action being 
called for. Nevertheless, that general or spe- 
cial condition, which ever it may be, has been 
called sharply to the attention of those who 
have pledged vigilant supervision of the in- 
vestments at the time the trust was estab- 
lished. And therein lies a function well per- 
formed! 


Market Experience Shows Value of 
Recording Facilities 

It will be recalled that during the height 
of the great “bull” market a year ago, many 
convertible bond issues rose sharply in mar- 
ket value reflecting the speculation in the 
issues into which they were convertible. For 
instance, the market price on International 
Telephone and Telegraph Company conver- 
tible 4%4s of 1939 rose to substantially over 


200 while the current yield at the high prices 
fell to about 2 per cent. It would not be sur- 
prising to learn that many corporate fidu- 
ciaries held this and similar issues at the 
inflated prices in trusts where reflection 
would have dictated the propriety of selling 
the holding, capitalizing the handsome profit 
secured, and reinvesting just as safely in 
high grade securities of a less volatile na- 
ture marketwise, at the same time substan- 
tially enhancing the income of beneficiaries 
who needed it sorely. 

It is not contended that trust officers were 
not aware of this substantial increase in the 
market price of this type of security but the 
suggestion is made that in many cases this 
knowledge, because of inadequate recording 
facilities, was not transmuted so as to bring 
strikingly to attention that in the George 
Smith Trust of about $50,000, let us say, 
where the income is required for the sup- 
port of a widow and several minor children, 
a much too rich security was being carried 
which due diligence would dictate should 
be sold and the proceeds invested to increase 
the income. At the same time in other 
larger trusts where income is not of the es- 
sence, the security might well be continued. 

Without this type of visible record making 
these facts “stand up like a sore thumb,” 
the tendency of human nature seems rather 
to be to leave the security alone so long as 
it is making substantial progress market- 
wise and a healthy margin of safety is being 
established between inventory and markei 
price. Only when the facts for each case are 
brought strongly to attention is it likely 
that true diligence can be maintained. 


New Doctrine of Fiduciary Responsibility 
At more than one point in this discussion, 


reference has been made to “negligence” and 
“due diligence.” . And advisedly so. In a 
recent case, a Surrogate in New York State 
expounded what will seem to many to be a 
new doctrine of law when he said: 

“In trust relations these days, when trust 
companies have entered the business, much 
more is expected from a corporate trustee 
than from the old-fashioned individual ez- 
ecutor or trustee. Trust companies seek this 
character of business claiming that they are 
specially qualified and financially responsible. 
They make a specialty of trust matters and 
claim to be familiar with the authority of 
executors and trustees as to trust invest- 
ments. They have claimed that each estate 
and trust will receive the personal attention 
of one trust executive whose life work is 
the administration of estates and trusts, and 
decisions with regard to the purchase and 
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sale of securities will be independently ar- 
rived at by these officers in consultation with 
investment experts, * * * 

“Whenever will makers grant discretionary 
powers to executors or trustees with rela- 
tion to the retention of securities with vary- 
ing use of words indicating the minimum 
and maximum of liability, unusual vigilance 
and prudence should be exercised by the trus- 
tees. The right to continue non-legal invest- 
ments being an enlargement of the recog- 
nized rights of trustees in holding securities, 
acts of trustees in the retention of securities 
which would offend the judgment of prudent 
men of intelligence should be, and will be 
seized upon by the courts as the reason for 
surcharging trustees for the protection of 
the immediate beneficiaries and the ultimate 
remainderman of trusts.” 

This may or may not be good law. That 
remains to be seen after the Appellate courts 
have reviewed the case which was tried in 
a court of original jurisdiction. But the 
suggestion is ventured that even if this be 
good law and the true test of a corporate 
fiduciary’s duty, then the maintenance of 
security price records, as herein outlined, in 
conjunction with periodic reviews of each 
trust, intelligent judgment and consideration 
being applied to both by competent officers 
and trust committees, should absolve any 
fiduciary from the charge of “negligence” or 
failure to use “due diligence.” 

Se de & 
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AMERICA’S TEN LARGEST BANKS AND 
TRUST COMPANIES 

The past year has witnessed considerable 

change in the line-up of the ten largest 

banks and trust companies having deposits 

in excess of half a billion dollars each. The 

following shows the deposits of this group as 

of June 30, 1930 compared with their rela- 
tive standing on June 30, 1929: 

June, 1930 June, 1929 
Chase National, N. Y....... $2,065,434,799 $827,322,944 
National City, N. Y........ 1,560,268,690 1,470,891,893 


Guaranty Trust Co., N.Y... 1,379,329,839 1,041,909,263 
Cont’! Illinois, Chicago...... 908,030,473 842,267,017 


Bk. of Italy, San Francisco... 824,556,605 705,141,495 
* * * 

Bankers Trust Co., N. Y..... 732,005,517 540,935,632 

Cen. Hanover, N. Y........ 649,129,906 463,586,558 

Irving Trust Co., N. Y...... 616,242,550 540,868,788 


First National, Boston...... 551,019,676 328,995,520 
Sec.-First Nat., Los Angeles. 522,032,976 545,546,664 


It will be seen that these ten banks and 
trust companies control nearly ten billions 
of deposits or nearly 18 per cent of the com- 
bined banking deposits of the United States, 
aggregating $57,446,000,535. 


Ernest B. Tracy, president of the United 
States and Foreign Securities Corporation, 
has been elected a director of Empire Trust 
Company of New York City. 
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AMERICA’S FIRST PLACE OF TRUST 
AND SAFEKEEPING 

Many old records are being dug up and 
brought to light in connection with the cele- 
bration this year of the 300th anniversary of 
the establishment of the Massachusetts Bay 
Colony in New England. The Colonist, pub- 
lished by the First National Old Colony Cor- 
poration of Boston, in its current issue, car- 
ries an interesting story entitled “America’s 
First Authentic Public Place of Trust,” with 
supporting documentary evidence obtained 
from an old hair trunk owned by Ebenezer 
Clap of Dorchester ’way back in 1631. 

According to the records there was built in 
1631 on ‘fAllen’s Plain” at the north part of 
the town of Dorchester, a log cabin which 
was surrounded by palisades and other de- 
fenses against surprise attacks by Indians. 
A sentinel was always at the door, night and 
day, and according to the records, “thither 
the people carried their plate and most valu- 
able articles every evening to be preserved 
for safety. So far as known this is the first 
authentic record of a public place of safe- 
keeping in America and the prototype of 
what is now the American trust company 
and the modern safety vault equipment. 

The origin of the American trust company 
is most frequently attributed to the adapta- 
tion of the idea embraced in the establish- 
ment of the old Agency Houses of India. 
It is probably more historically correct to 
trace the first beginnings of the American 
trust company to a place such as the old 
stockade in the town of Dorchester. What- 
ever the derivation the fact remains that 
the germ of the trust idea is born of the 
human desire for a place where valuables 
may be safeguarded. The early Massachu- 
setts Bay colonists probably had not the 
faintest idea of laying the foundation of the 
American trust company movement when 
they constructed the stockade in the town of 
Dorchester. Their instinct, however, lies at 
the root of the trust company idea. 
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THE 


NEW YORK 


banking organizations this year selected 
Purse trust advertising for use by the 
banks in the group. The largest insti- 
tution’s resources exceed $300,000,000 
—the smallest’s, less than $1,000,000. 
A testimonial, not only to the quality of 
Purse literature, but to its adaptability. 
Whatever the size of your bank, Purse 
advertising will measure up to the high- 
est standard you can set for it—and 
down to a moderate appropriation, with 
no sacrifice of quality or effectiveness. 
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Headquarters for trust department advertising 


CHICAGO CHATTANOOGA BOSTON 


BUFFALO 
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VINDICATION OF LAWYER-TRUST COMPANY COOP- 
ERATION IN THE STATE OF WASHINGTON 


“CODE OF ETHICS” AS POWERFUL STIMULUS TO TRUST BUSINESS 


GEORGE H. BRADSHAW 


Managing Director of the Guaranty Trust Company of Yakima, Washington, and former 
resident of the Trust Section, Washington Bankers Association 








(Epitor’s Note: The following article possesses unusual interest in describing the 
experience in a state where not so many years ago the lawyers and legislature made 
common cause in prohibiting trust companies from either soliciting trust business or 
performing any legal functions and showing how, through enlightened action and the 
adoption of a “Code of Ethics” the hostility of the legal profession has been converted into 
genuine and zealous cooperation. To the farsighted men engaged in trust work in the 
state of Washington belongs the credit of being the first to adopt the policy, now 80 
general, which has fostered sound relations and enlisted the members of the Bar as 
allies in securing and handling trust business.) 


N recent years financial writers have had 

much to say about the wonderful growth 

of the automobile industry in the United 
States. It is a theme on which a good 
writer can wax eloquent, and indeed it 
would seem that in all the world there has 
been no single industrial development that 
has furnished employment to so many peo- 
ple at high wages; that has so profoundly 
affected the lives and habits and viewpoints 
of all the people of the nation; and that has 
created new industries, changed others and 
almost remade the industrial and social life 
of our people. 

The last twenty-five years have been truly 
remarkable in the history of the world by 
reason of many wonderful achievements. In 
addition to the great development in the 
field of transportation just referred to, we 
have witnessed the moving picture industry 
attain mammoth proportions; we have seen 
the methods of communication by means of 
telephone, telegraph, wireless and radio de- 
velop until the most unimaginative must 
realize we are citizens of a wonder world. 


Story of the Growth of Trust Business 

In the field of finance something has also 
been taking place that ranks as of first-class 
importance. The growth of trust business in 
the United States does not command as wide 
attention, perhaps, as some of the develop- 
ments in the industrial world, but is en- 
titled to be included as one of the great de- 
velopments of the last twenty-five years. 
The growth in trust business is hardly less 
remarkable in the field of finance than is 
the growth of the automobile industry in the 


field of transportation. This growth in trust 
business has naturally been greater in the 
older sections of the country and in the 
great financial centers, than in the newer 
parts of the country. But progress has been 
made in every part of the United States, 
and the story of its progress in any one 
state, is no doubt only one of degree, as com- 
pared with any other state of the Union. 


It has fallen to the lot of the writer of 
this article to tell something, briefly, of the 
progress and development of trust business 
in the state of Washington. This state 19 
one of the newer states of the Union and 
only got started in the development of trust 
business in the last twenty years and yet 
the story of that development is full of in- 
terest and indicates what is taking place ail 
over the country. 


Survey of Trust Development in State of 
Washington 

The Banking Department of the state of 
Washington was organized in June, 1907, and 
the report of the department on December 
3lst of that year states three exclusively 
trust companies were operating, with a few 
banking institutions clothed with trust pow- 
ers, but the combined trust business reported 
was only $753,581.17. The report issued on 
June 30, 1928—twenty and a half years 
later—gives the total resources of thirty- 
four trust departments of state banks and 
trust companies and forty-one trust depart- 
ments of national banks as $190,396,750.01. 
The rate of growth during the past few 
years has been rapid, indicating that as the 
value of trust service becomes better known, 
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WILLIAM J. KOMMERS 


Vice-president and Trust Officer of the Old National & 
Union Trust Company of Spokane, and ‘‘Father” of the 
successful tzust company-lawyer cooperative movement 
in the State of Washington 
the more it grows in favor with the general 
public. The report of the Banking Depart- 
ment for December 31, 1923, gives total re- 
sources as $86,534,089.01, showing an in- 
crease in excess of $110,000,000 in four and 
one-half years. Trust business in the state 
has been developed largely through trust 
departments of state and national banks, 
there being only five exclusively trust com- 
panies operating. 

A comparison of banking resources with 
trust resources is most illuminating and 
without going into tedious sets of figures I 
will merely state that the resources of all 
state banks on June 30, 1928, are reported 
at $209,486,711.54 and trust resources at 
$190,396,750.01. On June 30, 1927 the fig- 
ures were: Bank resources, $197,611,161.24 
and trust resources, $159,.410,305.22. The 
banks gained $11,875,550.30 in one year, 
while the trust institutions gained §$30,986.- 
444.79 in the same time. It is quite evident 
that within a year or two at most the trust 
resources will exceed the banking resources. 
All this indicates that at last trust service 
is making a strong appeal to the public, and 
that trust officials are learning how to pre- 
sent their case to the public, and how to 
render all the multitudinous services inci- 
dent to trust business in a way that will 
command confidence and insure satisfaction. 
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Combination of Individual and Team Work 

The progress made by trust companies in 
the last ten years in this state is highly 
gratifying to those who have labored so 
earnestly to advance its welfare. The splen- 
did increase in volume of business has not 
come about by accident, or has not just 
happened. Rather it is the result of a com- 
bination of individual and teamwork, and 
indicates what can be done by organization 
and the adoption of tactful and progressive 
policies. The fact is that twenty years ago 
the trust business in this state got off to a 
very bad start. Certain trust companies 
adopted an aggressive attitude and set out 
to get business by advertising to prepare 
wills and do legal work, by direct solicita- 
tion. They had not learned that the good 
will and cooperation of the legal profession 
yas of first-class importance in developing 
trust business. The result of this policy was 
that the best friends of the trust companies 
were antagonized to such a point that an 
agitation sprung up to regulate their activi- 
ties by legislation. A good deal of bitter- 
ness was engendered between the trust com- 
panies and the legal profession in the ensu- 
ing controversy. 


Trust Company-Lawyer Reconciliation 

Legislation, resulting from this clash, was 
very drastic and almost put the trust com- 
panies out of business. Trust companies 
were prohibited from doing legal work, and 
from soliciting any fiduciary appointment 
either by advertising or by personal solici- 
tation of its officers. The penalties were 
severe and a period of stagnation, lasting 
several years, followed. The more enlight- 
ened officials of the trust companies finally 
got together and formed an organization 
with the object of overcoming the hostility 
and suspicion then prevalent among a large 
section of the legal profession. 

The new trust organization adopted a 
“Code of Ethics,’ and by various methods 
sought to make plain to the legal profession 
that the trust companies were not seeking 
to compete with its members by usurping 
its functions. Far from seeking to displace 
the lawyer in the service he was rendering 
to his clients the trust companies went on 
record by declaring that they were concerned 
only in the administration of estates and 
trusts and that the lawyers would find the 
corporate executor and trustee a much more 
satisfactory client than the average un- 
skilled and inexperienced individual acting 
in such capacities. 

The trust companies adopted as a_ set 
principle that an attorney introducing busi- 
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ness to a trust company would be retained 
to act in all legal capacities in connection 
with such business, unless exceptional rea- 
sons prevented the observance of the ruie. 
In short, the trust companies sought to bring 
about a clear understanding of the duties 
and functions of both parties and of the ad- 
vantages that could accrue to both parties 
by cooperation. 


Constructive Work Through Cooperation 

It was not long till the better understand- 
ing between the trust companies and _ at- 
torneys made it possible to amend the stat- 
utes by removing the obnoxious and restric- 
tive provisions previously written into them 
and that unpleasant experience in trust com- 
pany history is now happily well in the past. 
The rapid growth of trust business in this 
state, in the past few years, bears eloquent 
testimony to the good work that was done 
by the Trust Section at that time. I can 
speak personally of the fine friendships that 
have sprung up between myself and the en- 
tire legal fraternity in the community served 
by the trust company I have the privilege of 
directing. The members of the profession 
have full confidence that they will be fairly 
dealt with in all matters and the fine spirit 
of cooperation they have shown been 
of distinct advantage to both sides. 

The trust companies of the state of Wash- 
ington face the future with much confidence 
and optimism. Trust business is develop- 
ing in a healthy and substantial manner. The 
officers of the various trust institutions of 
the state have generally sensed the great 
responsibilities placed upon them to render 
a high type of service to their clientele. It 
is coming more and more to be realized by 
trust men that success can only come by 
consecrating themselves unselfishly to the 
service of the people they serve. And in 
this there is much satisfaction. Confidences 
are built up that cannot be shaken and trust 
relationships created that endure for a life- 
time. The trust men of Washington are set- 
ting for themselves high ideals and future 
years will no doubt bring rich rewards. 


has 


OWEN D. YOUNG’S CONCEPTION OF 
TRUSTEE’S RESPONSIBILITY 


Owen D. Young, chairman of the General 
Electric Company and after whom the Young 
Reparations Plan is named, expresses himself 
regarding responsibilities of trustees as fol- 
lows: 

“Tf I am a trustee of an institution, my 
conception is that several groups of people 
have an interest in that institution. Those 
who have put their capital into it have an 
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interest in seeing that capital honestly and 
wisely used. Those who put their lives and 
labor into the concern must make their wages 
and must have a recognized right to their 
jobs, in which they have become skilled by 
educating themselves. Moreover, the custo- 
mer should get his services at as low a price 
as possible, consistent with a fair return for 
invested capital and just wages for the em- 
ployees. And, finally, the general public has 
an interest in seeing that the corporation is 
performing its duty as a good citizen.” 


Irving H. Meehan, secretary of the City 
Bank Farmers Trust Compay of New York, 
has been appointed an assistant vice-presi- 
dent of the National City Bank of New York. 

Clyde E. Flowers and Ferd J. Kuentzel 
have been advanced to assistant cashiers of 
the Lincoln National Bank & Trust Company 
of Fort Wayne, Ind. 

R. G. Davenport has been advanced from 
assistant treasurer to treasurer of the Dime 
Title and Trust Company of Wilkes-Barre, 
Fa. 

E. J. Berlet is chairman of the new Com- 
mittee on Cooperation with Banks and Trust 
Companies appointed by the Philadelphia 
Association of Life Underwriters. 
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Home Lire INsuRANCECOMPANY 


256 BROADWAY 


ETHELBERT IDE Low, Chairman of Board 


- NEW YORK 


James A. Futton, President 


The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 








CHARLES E. MITCHELL ON BRANCH BANKING AND BANK 
MONOPOLY 


Charles E. Mitchell, chairman of The Na- 
tional City Bank of New York, which was 
until the merger of the Chase National and 
Equitable Trust Company the largest bank 
in the United States, does not believe that 
monopoly of banking is possible in this 
country, either through extension of 
branches or otherwise. In the course of his 
statement before the banking and currency 
committee of the House of Representatives, 
he alluded to this aspect as follows: 

“Banking is not a business which can be 
monopolized. The idea that local money or 
eapital will be drawn away from the smali 
towns to the large cities and that local needs 
will go uncared for is unwarranted. It is 
not at all likely that money will be drawn 
from a higher to a lower market, and since 
money is usually cheaper in large centers 
than in the outlying districts, closer rela- 
tions between the two are most likely to 
result. There will be no monopoly. 

“The local fields will always be free and 
open for the establishment of locally owned 
banking institutions, and if they are capably 
managed and worthy of confidence they will 
be able to maintain themselves in the compe- 
tition for local business. They will always 
have the best of the argument, certainly if 
the institution of outside ownership does not 
afford satisfactory safety or accommodation 
to deserving customers. That broad banking 
accommodation can be satisfactorily ex- 
tended to outlying districts with compara- 
tively small operating costs, and with expert 
supervision provided by an overhead organi- 
zation which covers numerous offices, would 
seem to be assured by experience. 

“It should be borne in mind, however, and 
the importance of it is so vital as to justify 


repetition that the normal banking develop- 
ment which has occurred in a natural and 
orderly way in most other countries has been 
discouraged and restricted in this country, 
and this fact creates a danger of a hasty. 
competitive development and one that will 
be publicly resented in case all restrictions 
are taken off at once. It is undoubtedly best 
that we gain experience gradually, with leg- 
islation keeping pace therewith. No rea- 
sonable objection, however, from the stand- 
point of public interest can be offered to the 
extension of the branch banking privilege 
for state and national banks alike beyond 
the present restricted areas. If such a’ de- 
velopment gives to the public a safer and 
better banking service, the demand for a 
further extension of power will come from 
a convinced public and the development will 
be a normal and accepted one.” 


STANDARDIZING TRUST FEES IN 
CALIFORNIA 

The Committee on Uniform Trust Fee 
Schedules of the Trust Company Section of 
the California Bankers Association is at 
work on a schedule which aims to reconcile 
differences existing between charges in the 
northern and southern portions of California. 
The apparent discrepancies result more from 
the manner of computation rather than ac- 
tual dollars and cents involved. 


The Girard Trust Company of Philadel- 
phia is one of the executors named in the 
will of the late Martin Maloney, public utility 
operator and philanthropist of Philadelphia, 
whose estate was recently appraised at a 
value of $7,850,996. 





“LAST-MINUTE INFORMATION 
ABOUT ANY TRUST 
INSTANTLY AVAILABLE” 


A. F. Bader, Trust Officer 
Old National Bank in Evansville 


Evansville, Indiana 


Regarding the Burroughs Simplified Trust System, 
Mr. Bader writes: ‘“‘It has long been the dream of 
every trust officer to have a system adapted to any 
type of trust, and yet simple enough for any book- 
keeper to operate. Any member of our trust depart- 
ment can now avail himself of last-minute informa- 
tion about any trust. Knowing daily the condition of 
each trust and of the department as a whole is an 
accomplishment of which we are justly proud, not to 
mention the perfect audit control—and a system 
which makes court reports, periodical statements 
and income tax schedules only a matter of simple 
copying. To know that the painstaking ordeal of 


special analyses is gone forever is a real boon!”’ 


Why not investigate for yourself the advantages of 
the Burroughs Simplified Trust System? A line from 


you will bring full information. 


BURROUGHS ADDING MACHINE COMPANY 
6328 SECOND BOULEVARD DETROIT, MICHIGAN 
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WEF assuming you're sold on 
simplified trust accounting. You've 
made comparisons and are convinced 
it's more economical, more efficient, 
than pen-and-ink methods. Now, 
consider M‘Bee. 


M‘Bee manufactures all the forms and 
equipment necessary for Burroughs 
Simplified Trust System. Each item is 
made to the highest standards and is 
backed by an unqualified guarantee. 
Yet it costs no more than ordinary 
records equipment. 


MSBee sales representatives throughout 
the country are already trained in 
installing and servicing this equipment 
...and their personal attention is added 
assurance that this System will increase 
Trust Department profits. Call the local 
M‘SBee man, or write direct. 


MBee 


Binder Company 


GENERAL OFFICES: 
ATHENS, OHIO 














PROPOSED UNIFORM PRINCIPAL AND INCOME ACT 
FROM STANDPOINT OF FIDUCIARIES 


ADOPTION WOULD SIMPLIFY ACCOUNTNG AND APPORTIONMENT PROBLEMS 


JUDGE H. L. STANDEVEN 
Executive Vice-president, Exchange Trust Company, Tulsa, Oklahoma 


(EpiTror’s NOTE: 


This is the third and concluding portion of Judge Standeven’s in- 


structive treatise on legal and practical problems in accounting between life tenant and 
remainderman. In the first installment the discussion related to apportionment of stock 
dividends and in the second portion Judge Standeven discussed the subject of amortizing 
premiums and accumulating discounts, oil and gas royalties, personal property increases, 


insurance taxes and brokerage. 


The proposed Uniform Principal and Income Act which 


Judge Standeven analyzes herewith, was published in full text form in the December, 


1929, issue of TRUST COMPANIES. ) 


N discussing major problems in accounting 
between life tenant and remainderman it 
is apparent that there is more or less 

confusion in the law, which is applicable to 
these problems. This confusion is due in 
part to differences in economic convictions 
of the courts. In some cases it was believed 
that convenience of application in the test 
which the court was to provide should be 
paramount to considerations of quality 
and justice which are based upon rather re 
fined accounting principles. No doubt the 
trustee prefers the convenience of applica- 
tion to refinements of accounting. In any 
case, there is need for an ascertained rule 
upon which a uniform trust practice can be 
based. Neither the trustee nor the judge 
should be called upon to lay down an arbi- 
trary rule or else resort to principles of po- 
litical economy and accounting, which few 
trustees and judges are competent to deal 
with on a large scale. 


The proposed Uniform Principal and In- 
come Act, if adopted by the state legislatures, 
would obviate much of the uncertainty and 
confusion now existing in this branch of trust 


administration. The committee in charge of 
this act admit that it is not their purpose to 
cover the entire field of the trustees general 
powers and duties—their only aim is to pro- 
duce an act which will provide a certain rule 
for the ascertainment of rights between the 
life tenant and the remainderman. The com- 
mittee has expressed its desire to provide an 
act which will appeal to trust officers as 
workable, and to attain this end they have 
found it advisable, or, rather, necessary to 
adopt arbitrary rules with respect to many 
of the problems. 


Remedies Sought by Uniform Enactment 

That you may understand the approach of 
the committee, as well as the actual provi- 
sions of the act, we think it is appropriate 
here to discuss the major problems which 
it is intended to solve. In the present form 
the act is entitled, “Uniform Principal and 
Income Act—An Act Concerning the Ascer- 
tainment of Principal and Income and the 
Apportionment of Receipts and Expenses 
among Tenants and Remaindermen, and to 
Make Uniform the Law with Reference 
Thereto.” The first section of this act con- 
tains definitions of such terms as “principal,” 
“income,” “tenant,” “remainderman,” and 
“trustee.” 

Section 2 provides that the act shall gov- 
ern the ascertainment and apportionment of 
income, principal and expenses unless the 
creator of the trust has directed an ascer- 
tainment of apportionment in a manner in- 
consistent with the act. This would seem te 
validate a direction in the trust instrument 
that might otherwise be considered an illegal 
accumulation. Sections 3 and 4 relate gen- 
erally to income and principal and their dis- 
position. Section 5 deals with the very im- 
portant subject of corporate dividends and 
their rights. The committee considered the 
difficulties of computation under the Penn- 
sylvania rule and the troublesome questions 
which inevitably arise when the trustee or 
the court is faced with the necessity of valu- 
ing the assets or apportioning the earnings of 
the corporation. For this reason it was de- 
cided to adopt the Massachusetts rule in 
the Uniform Act. 

The provisions relative to the distribution 
of corporate dividends and rights are as fol- 
lows: 
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“Corporate Dividends and Share Rights’”’ 

“(1) All dividends accruing on shares of a 
corporation which form a part of the princi- 
pal and payable in the shares of such cor- 
poration shall be deemed principal. Subject 
to the provisions of paragraph 3 of this sec- 
tion, all dividends payable otherwise than iv 
the shares of the corporation itself, including 
ordinary and extraordinary dividends, shall 
be deemed income. Where the trustee shail 
have the option of receiving a dividend either 
in cash or in the shares of the declaring cor- 
poration, it shall be considered a cash divi- 
dend and deemed income, irrespective of the 
choice made by the trustee. 


*“(2) All rights to subscribe to the shares 
or other securities or obligations of a cor- 
poration accruing on account of the owner- 
ship of shares in such corporation, and the 
proceeds of any sale of such rights, shall be 
deemed principal; all such rights accruing 
on account of the ownership of shares in 
another corporation and the proceeds of any 
sale of such rights shall be deemed income. 

“(3) Amounts paid upon corporate shares 
upon liquidation of the assets of the corpora- 
tion as a return of the original investment 
and such part of dividends as is designated 
by the corporation as a return of capital or 


distribution of assets shall be deemed prin- 
cipal.” 


Premiums and Discounts 
The question of premiums and discounts on 


bonds is next considered in the act. Th2 
committee gave a great deal of time and 


attention to this feature of trust accounting. 
Questionnaires were sent out to leading trust 
companies, and the advantages and disad- 
vantages of amortization of premiums and ac- 
cumulations of discounts were discussed with 
particular reference to the purposes of trust 
companies in this respect. The committee 
weighed all the evidence adduced by these 
questionnaires and decided, from the stand- 
point of fairness and justness in all cases. 
that the provision for amortization seemed 
undesirable. 


With respect to accumulations of discounts. 
the answers to the questionnaires revealed 
that the trust companies were almost unani- 
mously against such an accumulation. It was 
the judgment of the committee that if they 
rejected the amortization of premiums they 
should likewise reject the accumulation of 
discounts. For this reason Section 6 of the 
act provides for neither amortization of pre- 
miums nor accumulation of discounts. On 
the other hand, it provides that where the 
principal consists of bonds or such obliga- 
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tions they shall be deemed principal at their 
cost prices, regardless of their par or ma- 
turity value, and that upon their maturity or 
sale any loss or gain realized shall fall upon 
the principal. 

Sections 7 and 8 of the proposed act pro- 
vide for the apportionment of income con- 
sisting of rents, annuities and other periodic 
receipts, upon the termination of the life 
estate at a time other than the date when 
such payments are made. 

Other Provisions of Act 

Further provisions are made in Sections 9 
and 10 for property designed for sale at re- 
tail and for property subject to depletion, 
such as leaseholds, oil and gas wells, ete. 
With respect to property subject to depletion, 
the act provides that the trustee shall pro- 
vide a fund for amortization which shall be 
sufficient to pay any charges which may be 
expected in connection with the property, 
such as the sale of buildings erected on 
property under an agreement that the lessors 
shall purchase the same at some future time. 

It is further provided that the income from 
such properties shall be the royalties or re- 
ceipts from rentals or the sale of the prod- 
ucts for the payment of necessary expenses 
and the amount necessary for amortization. 
The following section relates to lands con- 
taining quarries, timber and other natural 
products, and provides that the trustee, the 
life tenant or remainderman may petition the 
court to have such resources developed. The 
proceeds of the sale or lease of such lands 
shall form a part of the principal and be 
invested to produce income. It is expressly 
stated that nothing in this section shall be 
construed to abrogate any right which a ten- 
ant may otherwise have had to work mines 
or quarries, to cut or consume timber, or 
otherwise exploit the natural resources of 
such lands. These two sections taken to- 
gether apparently do not change the law with 
respect to the rights of the life tenant to 
receive royalties on oil and gas properties 
which are already opened or authorized to 
be opened by the creator of the trust, nor do 
they enlarge his rights in such properties if 
the creator of the trust has not made or 
authorized leases for the exploitation of re- 
sources. 

Unproductive Estates 

Section 12 relates to unproductive estates. 
It is there provided that the sale price of 
such property shall be divided as follows: 
All that portion of the net sale price which, 
had it been placed at interest at the average 
rate of income produced by other parts of 
the principal, for the period during which 
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the sale has been delayed, should have pro- 
duced the net sale price, shall be deemed 
principal; and the remaining portion thereof 
shall be deemed income for the benefit of the 
life tenant. 


The expenses incurred in connection with 


the trust estate or with its administration 
and management, including regular taxes, 


water rates, insurance premiums, interest on 
mortgages, ordinary repairs, trustee and 
court fees, are to be paid out of the income. 
All extraordinary expenses for permanent im- 
provements, including special benefit or im- 
provement taxes or assessments, shall be paid 
out of principal. Any tax upon profit or gain, 
defined as principal under the terms of the 
act, shall be paid out of principal, notwith- 
standing said tax may be denominated a tax 
upon income by the taxing authority. It is 
understood that this section refers only to 
capital gains on principal and does not re- 
late to ordinary income from principal. 


Act Subject to Further Change 

The simplicity of these provisions is un- 
questioned; that they may work an occa- 
sional hardship will not be denied, but the 
advantages of a certain guide surely out- 
weight the incidental hardships. It should 
be stated in passing that the act has not 
yet been accepted by the Conference of Com- 
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missioners on Uniform State Laws. Before 


it is accepted by this conference it is ex- 
pected that some changes may be made in the 
provisions which we have just discussed. 
Furthermore, it should be remembered that 
if This act is adopted by the state legisla- 
tures it can only apply prospectively—thlat 
is, to wills drafted before the act but not 
made effective until later, and to trust in- 
struments executed after the adoption of the 
act. It will, therefore, furnish not only 
rules of conduct for the trustee in the ad- 
ministration of trust estates, but will also 
give the settlor or testator definite informa- 
tion for his guidance in distributing his es- 
tate. 
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The First Trust and Savings Bank of Ham- 
mond, Indiana, is presenting a series of news- 
paper advertisements which feature the in- 
dustrial and financial expansion of the Calu- 
met district of Indiana and Illinois. 

The newly organized First National Bank 
and Trust Company of Chamberlain, South 
Dakota, has become a member of the North- 
west Bancorporation Group, bringing total 
number of bank affiliations to one hundred 
and eleven. 
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RECORDS THAT MEASURE UP 


FROM EVERY ANGLE 


RECORDS KEPT on a National Accounting 
Machine not only meet the requirements of those 
inside the institution but also of those on the out- 
side whom every trust department contacts. 


They meet the standards of the courts, of income 
tax men and of bank examiners. With these 
machines every record is in plainly printed 
figures and arranged for convenient checking. 


Not only are National Accounting Machine 
records complete and accurate but they are se- 
cured with the maximum speed and economy. 
Automatic features of this machine, ease of opera- 
tion and flexibility have made it outstanding 
equipment on trust accounting. 


THE NATIONAL CASH REGISTER COMPANY 


World’s Outstanding Producer of Accounting Machines and Cash Registers 
DAYTON, OHIO 
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SUGGESTED SHORT FORM OF ADMINISTRATIVE POW- 
ERS GIVEN BY TRUSTOR TO TRUSTEE 


BASED UPON WIDE RESEARCH AND CAREFUL ANALYSIS 


Part two of the new edition of “Remsen 
on the Preparation of Wills and Trusts” 
contains.a suggested short form of adequate 
administrative powers to be given by a trus- 
tor to the trustee and as suitable and neces- 
sary to the everyday administration of trust 
estates by corporate fiduciaries, may well 
serve as a nucleus or forerunner of a com- 
prehensive Uniform Trustee Act. This short 
form of trust powers is the result of years of 
study and analysis by a distinguished group 
of legal experts on trusts and wills who 
recognize the need and growing demand for 
greater uniformity in laws and practice gov- 
erning trust administration. 

The suggested form embraces also a 
erystallization of the judgment and sugges- 
tions received in response to the first tenta- 
tive draft submitted to over 700 corporate 
fiduciary executives. The short form of pow- 
ers is reproduced from advance proofs of 
Mr. Remsen’s new edition, as follows: 


SHORT FORM OF TRUST 
POWERS 
The executors hereof and trustees here- 
under and their survivors and successors, or 
other persons charged with administration 
hereunder, in addition to all common law 
and statutory authority shall have power 


with regard to both real and personal prop- 
erty: 
to take and continue to hold as a part of 


my estate or as trust investments hereunder 
so long as shall seem to them best without 
liability for depreciation or loss through 
error of judgment or otherwise any and all 
stocks, bonds, securities or items of prop- 
erty belonging to me at the time of my death, 
and to continue at the risk of my estate or 
to incorporate and/or dispose of my interest 
in any business in which I may be engaged 
at the time of my death; and 

with like immunity to hold any property 
they shall deem wise to accept in exchange 
or re-erchange for such original holdings al- 
though it may not be of the character per- 
missible by law for trust investments; and 

for the payment of debts and legacies and 
the convenient management, division and set- 


tlement of my estate without the consent or 
approval of any court or judicial authority, 
and without any duty resting upon any per- 
son dealing with them to see to the applica- 
tion of any money or other property deliv- 
ered to them, they shall have full uneon- 
trollable discretionary power and authority: 

to abandon, compromise, contest and/or 
arbitrate claims; 

to enter into or oppose corporate merger, 
dissolution, reorganization or other adjust- 
ment of capital funds or indebtedness and . 
accordingly to make payments of money and 
make deposit and/or exchange of securities 
held hereunder; 

to dispose of, call in or change and make 
new investments free from (or subject to) 
the investment restrictions incident to trus- 
teeship; 

to keep any or all securities or other prop- 
erty in their own names or in the name of 
some other person or corporation without 
disclosing any fiduciary relation; 

to decide whether or not to make deduc- 
tions from income for depreciation, obsoles- 
cence, amortization or other reserve or waste 
and if so in what amount; 

to determine what shall be charged or 
credited to income and what to principal; 

to determine who are the distributees here- 
under and the proportions in which they are 
to take: 

to make payments of principal or income 
direct to and otherwise deal with minors 
hereunder as though they were of full age; 

to vote at corporate meetings by proxy 
with or without power of substitution; 

to delegate to other persons or corpora- 
tions such powers and duties as they may 
deem for the best interests of the estate; 

to advance or borrow money and to hold, 
mortgage and/or pledge property for repay- 
ment of same; 

to exchange, subdivide, dedicate to public 
use, adjust boundaries and/or partition prop- 
erty and to adjust differences in value by 
giving or receiving money; 

to sell at public auction, at broker’s board. 
or at private sale, with or without option, 
for cash or upon credit; 
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to lease, with or without option to pur- 
chase, for any term or terms with such 
covenants as to erection of buildings, for re- 
newals or otherwise as shall seem to them 
best even though the term of the lease or re- 
newals thereof extend beyond the term of 
any trust hereunder; 

to bid for and become the purchaser of 
any property, real or personal, sold at any 
foreclosure or other judicial sale thereof, in 
which they may have a mortgage or other 
interest, and to hold or resell the same with- 
out liability for resulting loss; 

to raze existing buildings and/or erect new 
buildings with or without joining with other 
owners of adjacent property; 

to make such ordinary and extraordinary 
repairs or alterations in buildings as may 
seem to them best with discretionary au- 
thority to charge the whole or any portion of 
the expense to principal account; 

to effect sire, rent, title, liability or other 
insurance of a nature and in a form or 
amount deemed desirable; 

to make distributions, divisions or allot- 
ments of property to trust funds or in pay- 
ment of legacies in kind at valuations deter- 
mined by them; 

to employ counsel and to determine 
whether or not to act upon his or their ad- 
vice; and 

generally to do all things in relation to my 
estate or any trust property hereunder which 
I could do if living. All such divisions and 
decisions made in good faith shall be conclu- 
sive on all parties in interest. 

The new edition of Daniel S. Remsen’s 
standard volume is a work of preventive 
jurisprudence, designed to cause wills and 
trusts to be rightly written and so avoid liti- 
gation, provide adequate administration, pre- 
serve estates, protect beneficiaries and de- 
fend and fulfill the plans of the maker. The 
objective has been to deal with and resolve, 
by the adequate use of carefully drawn 


clauses, all contingencies that experience has 
shown as likely to arise in the disposition 
and administration of property held in trust 
over a period of time, with changing benefi- 
ciaries and changing conditions. 

Part II, which embraces the “short form 
of powers” is entirely new matter and is en- 
titled ‘“Draftsmanship and Forms.” It will 
prove of the utmost practical usefulness in 
the preparation of instruments that will not 
invite litigation and that can withstand liti- 
gation when it arises. 


WILTON SNOWDEN 

For many years a vice-president of the 
Mercantile Trust Company of Baltimore and 
prominent in financial and civie affairs of 
that city, Wilton Snowden, Sr., passed away 
recently at the age of seventy-eight. He 
was chairman of the board of the Central 
Savings Bank and served on the directorates 
of a number of other financial institutions. 
As president for six years of the Municipal 
Finance Commission he rendered invaluable 
services in the reorganization and in estab- 
lishing a system of control in municipal fi- 
nancing which has called forth widespread 
interest. His death brings a profound sense 
of loss to associates at the Mercantile Trust 
Company where he also served for a long 
term as chairman of the trust committee. 

Mr. Snowden was born in Annapolis, June 
5, 1852. After attending public schools in 
Baltimore he graduated from the City College 
in 1869 and later received a degree from 
the University of Maryland where he studied 
law. For some years he practiced law and 
served as director and counsel of the Bal- 
timore Equitable Society. In 1896 he became 
a director of the Central Savings Bank, was 
elected successively vice-president, president 
and in 1913 chairman of the board. He was 
also president of the board of trustees of 
the Samuel Ready School. a director of the 
Sheppard-Pratt Hospital and a director of 
the National Bank of Baltimore. 


MOTLEY FLINT 

The tragic death of Motley Flint, one of 
California’s outstanding personalities, who 
was shot by a crazed assassin, is mourned 
by a host of friends and former associates. 
He was formerly head of the Los Angeles 
Trust and Savings Bank and later the Paci- 
fic-Southwest Trust & Savings Bank which 
was subsequently merged with the Security- 
First National Bank & Trust Company, from 
which Mr. Flint had resigned. Prior to en- 
tering the banking field he served as _ post- 
master of Los Angeles. 
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WORK OF CORPORATE 
TRUST DEPARTMENTS 


by R. G. PAGE 
Vice-President, Bankers Trust Co. 


and PAYSON G. GATES 


Assistant Secretary, Bankers Trust Co. 


7 is the first comprehensive work giving, from authoritative 
and practical sources, an inside view of corporate trust and 
corporate agency administration. Emphasizing the most recent 
developments, this book provides officers of trust companies and 
banks engaged in fiduciary service with actual demonstrations of 
trust company practice in respect to: 


CORPORATE TRUSTS CORPORATE AGENCIES 


Mortgages and indentures Corporate reorganizations and read- 

Authentication and delivery of bonds justments 

Sinking funds and releases of prop- Protective and reorganization com- 
ony mittees 

Defaults and remedies - : ; ; 

Collateral trust indentures, note is- Transter and registration of securt- 
sues equipment trusts tes 

Escrow and miscellaneous trusts Coupon and divided payments 


An important feature of this exceptional book is the collection of over 100 forms, com- 
prising a complete set of corporate trust and agency records. 


It points out the necessity for careful analysis of all trust agreements; describes the 
dangers of immunity clauses; explains corporate trust and corporate agency services; covers 
the subject of fees and of vault control. It is in every respect a “‘brass-tack” book. and the 
first to give the views of one on the inside of corporate trust work, looking out. 


inch Kerk near nese see es $5.00 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 


Gentlemen: Enclosed please find $5.00 (check or money order), for which kindly 


send me copy of “Work of Corporate Trust Departments,” or you may send me copy 
on approval. 








Address 


| 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 
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n army of 
‘Travelers 
Cheque 


Congress has passed a law permit- 
ting the acceptance of Travelers 
Cheques in payment of auto license 
fees charged by National Parks, or other collections 
made within the National Parks or National 
Museums. 


Last year 3,248,264 people visited the National 
Parks and Monuments, an increase over 1928 of 
223,420 people. Some 689,545 private automobiles 
visited the National Parks alone in 1929, an increase 
of 94,309 motor parties over 1928. The Department 
of National Parks estimates that there were approxi- 
mately three and one-half persons to each car, in- 
dicating that a total of 2,413,407 people visited the 
Parks by automobile. 


Estimating a minimum of one Travelers Cheque pur- 


Prospects 


chaser to each car, these motorists 
total 689,545 prospects for Travelers 
Cheque sales. Each sale means to 
the bank one half of one per cent, or the equivalent 
of earning six per cent on the money for an addi- 
tional thirty days. 


A fair sized withdrawaljof funds from the bank to 
meet expenses is necessary and most motor tourists 
prefer Travelers Cheques to cash. They know that 
their funds thus carried will be safer. Many of them 
also know the value of American Express service 
along their route. 


There are many profitable transactions ahead for 
your bank, for all that is needed is a hint by the 
teller to these motor tourists while they are pre- 
paring for their journey. 





the nev, dollar size 
AMERICAN 
EXPRESS 


va velers cheques 


Steamship tickets, hotel reservations, 
itineraries, cruises and tours planned 
and booked to any part of the world by the 
American Express Travel Department 
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TRUST COMPANIES OF BUFFALO FORMULATE 
AGREEMENT WITH BAR ASSOCIATION 


DEFINES DISTINCTION BETWEEN LEGAL AND FIDUCIARY PRACTICE 





Following recent discussions between trust 
officers of all the trust companies and banks 
of Buffalo conducting trust departments, 
with the board of trustees and lawyers’ 
committee of the Bar Association of Erie 
county, the following code of ethics and 
practice to be observed by trust officers as 
well as lawyers, was drawn up and ap- 
proved: 

“The banks and trust companies of Buf- 
falo, their trust departments and officers are 
unanimous in their desire to comply not only 
with the letter but also with the spirit of the 
statutes that prohibit the practice of law 
by corporations or other unauthorized per- 
sons. Ameng the officers of Buffalo banks 
are a number of lawyers none of whom are 
now engaged in general practice of the law— 
their entire time being taken up with the 
performance of services to their respective 
banks. Among such services are, the giv- 
ing of legal advice to the banks in all their 
departments and the preparation and ap- 
proval of legal papers to which such banks 
are parties. In case it seemed desirable 
these lawyers would doubtless feel at lib- 
erty to appear in court as attorneys repre- 
senting their respective banks and to per- 
form any other legal service that might be 
required of them on behalf of the banks 
who are their clients. As individuals they 
still possess and upon occasion reserve the 
right to act as attorneys at law represent- 
ing such interests as may be entrusted to 
their care, owing the same duties and ob- 
ligations and exercising the same rights and 
powers while so doing as other lawyers— 
the compensation for their services in such 
matters to be their personal reward and in 
no way to inure to the benefit of the banks 
they represent. 


“The fact that certain officers of our banks 
are known to be attorneys who have formerly 
been engaged in general practice has a ten- 
dency to cause the public to believe that the 
banks where they are located can be called 
upon for legal services or at least for legal 
advice. In spite of painstaking efforts on 
the part of the banks to remove such impres- 
sion, individuals frequently seek to obtain 





such legal assistance from the banks, some- 
times in the expectation of paying for it 
but more often in the hope of obtaining it 
for nothing. The banks and the attorneys 
associated with them are glad to join with 
the Bar Association of Erie County in every 
effort to prevent unlawful practice of the 
law and to make clear the real nature of 
the service that can be lawfully rendered by 
banks and their departments. They desire to 
maintain the highest standards of legal ethics 
and business propriety in all the affairs 
with which they deal. Many such matters 
present difficult questions of mixed law and 
business. It is not always easy to determine 


just where the boundary line lies between 


business and the practice of the law. We 
shall be glad to do everything in our power 
to make that line clear and to exclude from 
possibility the unlawful practice of the law 
by banks or trust companies of the City of 
Buffalo, and that end the following agree- 
ment has been reached at the conference 
above mentioned :— 


Form of Agreement 

“First: Commercial banks and trust com- 
panies, acting through their officers, em- 
ployees or other persons, including attor- 
neys employed by them for such purpose, 
shall not draw wills or codicils thereto, nor 
shall such companies or banks solicit or per- 
suade persons to have their wills made save 
by lawyers of their own selection. 

“Second: Said commercial banks and trust 
companies shall endeavor to cause persons 
or parties doing business with their trust 
departments to consult legal counsel of their 
own choosing with respect to all matters of 
a legal nature. 

“Third: Said commercial banks and trust 
companies shall not maintain departments 
for the transaction of legal business of any 
nature for patrons of such companies or 
for other persons or parties; they shall not 
advertise or otherwise induce persons or par- 
ties to come to them for any species of legal 
advice or legal service, and shall not adver- 
tise that they maintain a legal department. 

“Fourth: Said commercial banks and trust 
companies shall not prepare any legal in- 
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struments in any transaction to which it is 
not a party, and shall not attempt or offer 
to give legal advice in any matter in which 
they are not interested as a party thereto. 

“Fifth: Said banks and trust companies 
shall not prepare forms hor propose minutes 
of corporate proceedings in which they are 
not interested. They shall not draw leases, 
contracts, deeds, mortgages and other legal 
documents in matters in which they have no 
interest or are not parties thereto. 

“Sivth: Said banks or trust companies 
or trust officers thereof shall not be paid for 
or receive compensation for services as coun- 
sel to any trust estate for which such banks 
or companies are trustees, unless such officer 
is a practicing attorney and is permitted to 
practice outside of his duties as such officer, 
when he shall be permitted to represent him- 
self or his client for his own account and 
not for the account of such bank or trust 
company. Such services as counsel are taken 
to include appearances in court, the prepa- 
ration of instruments by the trust officers 
or the giving of advice upon legal matters 
by such trust officers. 

“Seventh: The members of the Bar, recog- 
nizing the legal capacity of the trust depart- 
ments of commercial banks and trust com- 
panies to administer estates and conduct 
trusteeships shall in all cases where a bank 
or trust company is named in a will as ex- 
ecutor or trustee or is named in some fidu- 
ciary agreement as trustee, consult with rep- 
resentatives in the trust department of such 
bank or trust company with reference to the 
terms of the will or other instruments so 
far as it creates trusteeships or executor- 
ships. 

“Highth: When a client indicates to a 
member of the Bar his or her desire to name 
the bank or trust company as executor or 
trustee under his will the member of the Bar 
should not discourage or influence the client 
against using such bank or trust company 
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Full Trust Powers 


Our Trust Department serves individuals as trustee, executor, 
administrator and guardian. 
tions as registrar and transfer agent of stock and as trustee under 

bond issues. 


GEORGE B. BERGER 


Special facilities to serve corpora- 


Correspondence invited. 


FRANK N. BANCROFT 
Trust Officer 





in such capacities unless the circumstances 
of the estate render it clearly and obviously 
inadvisable and unnecessary that a trust 
company or bank be selected. 

“Ninth: A committee of six (6) persons 
shall be appointed, to consist of three (3) 
members to be appointed by the Bar associa- 
tion of Erie County, and three (3) members 
to be appointed by the undersigned, which 
committee shall consider any matter pre- 
sented to it in violation of the spirit or let- 
ter of this agreement and take such action 
in relation thereto as may be deemed ad- 
visable.” 

The agreement was approved and accepted 
in behalf of the Bar Association of Erie 
County by the president, Lewis R. Gulick, 
and signed by the following trust officers: 
Marine Trust Company of Buffalo, by A. C. 
Livingston, vice-president; M & T Trust Com- 
pany, by Thomas Cantwell, vice-president ; 
Liberty Bank of Buffalo, by R. W. H. Camp- 
bell, vice-president; Commercial Trust Co., 
by Anthony 8S. Lunghino, vice-president. 


BANKS FAVOR PRUDENTIAL LIFE GROUP 
INSURANCE 

An endorsement of the group life insur- 
ance idea by banks and other financial in- 
stitutions is evidenced in the fact that this 
form of protection for employees has recently 
been adopted by the Union Trust Company of 
Dayton, Ohio, and the First National Bank 
of Joliet, Ill. These policies were acquired 
through the Prudential Insurance Company 
of America. 

The Union Trust Company policy grants 
protection to 284 employees, for a total of 


$807,300. The workers are insured for va- 
rious amounts, based on salary and posi- 


tion, up to a maximum of $10,000. This 
policy is of the contributory type, the work- 
ers paying a part of the premiums and the 
employing company assuming the remainder. 
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ATTORNEY GENERAL OF MISSOURI ACQUITS TRUST 
COMPANIES OF “PRACTICING LAW” 


DENIAL OF QUO WARRANTO PROCEEDINGS 





An attempt on the part of the Bar Associa- 
tion of St. Louis to bring quo warranto pro- 
ceedings against the trust companies of St. 
Louis on the alleged ground that they are 
practicing law, was defeated by a_ recent 


ruling of Attorney General Stratton Shar- 
tel of Missouri to the effect that the trust 


companies are not only complying with the 
law but observing also an agreement which 
meets all the conditions that members of the 
bar may reasonably ask for. The code of 
ethics which is quoted by the Attorney Gen- 
eral in his decision is similar to the agree- 
ment which is operative in Chicago and 
Cleveland and based upon conferences be- 
tween committees of the bar associations 
and trust officers. The text of Attorney 
General Shartel’s decision is as follows: 


Text of Attorney General’s Ruling 

“About a year ago a committee of the 
sar Association of St. Louis conferred with 
me in regard to bringing quo warranto ac- 
tions against the large trust companies of 
St. Louis upon the ground that they were 
going beyond their charter powers by prac- 
ticing certain kinds of law, such as writing 
wills and other instruments. I told them that 
if the trust companies continued to engage 
in such practices in excess of powers granted 
to them by law, I would allow the use of my 
official name in such proceedings. 

“Since that time, however, committees rep- 
resenting the bar association and the trust 
companies have had many conferences for 
the purpose of trying to compromise and 
settle the entire matter. As a result of 
these conferences, the trust companies agreed 
to put into effect a plan similar to that agreed 
upon between the lawyers and bankers in 
Chicago and Cleveland. The large trust com- 
panies have actually put this plan into effect 
in St. Louis and acting in accordance with it. 


Agreement Observed by Trust Companies 

“That plan provides for the following 
rules: 

“1. A will in which this company is not 
named or is not to be named as executor 
Shall not, under any circumstances, be pre- 
pared by this company or by any person in 
the sole employ of this company. 





“2. In case of a will, under which this 
company is to be named to act in any fidu- 
ciary capacity, the company will recom- 
mend the drafting by the lawyer for the cus- 
tomer where he has a lawyer. Any repre- 
sentative of this company may collaborate 
with such lawyer, when the draft of the will 
is submitted for examination. 

“3. If the lawyer for the customer requests 
that a representative of this company draft 
a will or a portion of a will, under which 
the company is named to act in any fidu- 
ciary capacity, and submit it to such lawyer 
for examination, then it may be so drafted 
and submitted by this company’s represen- 
tative. 

“4. When this company recommends that 
a customer go on to his, the customer’s law- 
yer, to have a will drafted and the customer 
declines for any reason to consult a lawyer 
of his own selection, then the company shall 
refer the customer to an outside lawyer not 
solely employed by the company. If the 
customer then refuses to consult the law- 
vers recommended, the company shall refuse 
to draft his will. 

“5. A trust agreement in which this com- 
pany is not named or is not to be named as 
a fiduciary shall not under any circumstances 
be prepared by this company or by any per- 
son in the sole employ of this company. 

“6. In the case of trust agreements in 
which this company is named or is to be 
named as a fiduciary, this company shall rec- 
ommend the drafting by the lawyer for the 
customer where he has a lawyer. This 
company’s representative shall then collab- 
orate with such lawyer in completing the 
agreement. 

“7. If the lawyer for the customer re- 
quests a representative of this company to 
draft a trust agreement in which this com- 
pany is named or is to be named as a fidu- 
ciary, and submit it to such lawyer for exam- 
ination, it may be so drafted and submitted 
by the company’s representative. 

“8. When this company recommends that 
a customer go to a lawyer to have a trust 
agreement drafted and the customer refuses 
to do so, the agreement may be drafted by 
a lawyer in the sole employment of this 
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WHY THESE MORTGAGES ARE SAFEST 


lnm Company limits by its own By-Laws, the 

amount of any mortgage guaranteed on a single 
property to not more than one-tenth of the capi- 
tal and surplus of the Company, thus providing 
for a sound distribution of its risks. 


E issue guaranteed Mortgage Certificates in any amount 
from $100 up, yielding 5% net income from date of 


payment. Legal for Trust Funds . 


. . This is one of a series 


of advertisements addressed to discriminating investors and 
and to Savings Banks, Trustees, Insurance and Trust Com- 
panies and Charitable Institutions. Write for our Booklet 


TMC-39, ‘Safety Limits.” 


LAWYERS MORTGAGE 


COMPANY 


Capital and Surplus $21,000,000 


Richard M. Hurd, President 


345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 
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company, provided that, in drafting such 
trust agreement, this company should ex- 
plicity state to the customer that he should 
consult a lawyer not employed by this com- 
pany. 

“T feel that the trust companies have en- 
deavored to comply with the law and are not 
now exceeding their charter powers and that 
the bar association has just cause to feel 
that it has accomplished a great deal and per- 
formed valuable services. I therefore do not 
believe that the present practices justify 
the institution of quo warranto proceedings 
against the trust companies, and decline 
to allow the use of my official name for that 
purpose at this time. 

“However, it is my judgment that all trust 
companies and banks in Missouri should 
adopt similar resolutions. If they do not, 
if may be necessary for me to institute the 
proper proceedings.” 





Harvey D. Gibson, chairman of the execu- 
tive committee of the New York Trust Com- 
pany has been appointed chairman of the 
trust companies division in connection with 
the Salvation Army’s annual maintenance 
lower west side of Manhattan and Varick 
and Van Dam streets. 





PRINCIPAL “DONT’S” IN REGARD TO 
LIFE INSURANCE 

Wise counsel as regards maintenance or 
creation of life insurance, particularly at 
this period of unrest, is packed into display 
advertising which is just now being featured 
by the Union Guardian Trust Company of 
Detroit. One of the advertisements bears 
the headline “Before You Let Your Life In- 
surance Lapse—Think of the Future.” Ac- 
companying illustrations give emphasis to 
this advice. The text sets forth that allow- 
ing life insurance to lapse is both danger- 
ous and expensive. Policy loans should also 
be avoided inasmuch as records show that 
80 per cent are never paid back. Exchang- 
ing old policies for new is also cautioned 
against. 





Merger has been negotiated in Buffalo, 
lh. Y., between the Commercial Trust Com- 


pany and the Genesee National Bank with 
combined assets of about $11,700,000. 

Plans have been agreed upon for merger 
of the Cambridge Trust Company with the 
Chester National Bank of Chester, Pa. rep- 
resenting combined deposits of over ten mil- 
lions; capital $1,050,000; surplus and un- 
divided profits $2,498,742. 
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CHESTNUT STREET DOORWAY 


A replica of a doorway in old Salem 


PROVIDENT 


TRUST COMPANY 


OF PHILADELPHIA 
AMERICA’S PIONEER LIFE INSURANCE TRUSTEE 
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ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 
of 
TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 


Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 


Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 


CONTENTS 
1. General duties of Trustees, Execu- 2. Statutes of All States Carefully 
tors, Administrators and Guardians Compiled. Bp 
in the Care and Management of 3. Statutes Governing Investments by 
4, 
5. 


Estates; Liabilities of Trustees “oe! Bee a io Digest of Court 
Contracts and the Incurring of Ex- Decisions of Every State. 

penses for Repairs and _Improve- List of Investments Legal in Con- 
ments; Continuing Business and necticut, Massachusetts and New 
Investments of Decedent. York. 


600 pages—Attractively bound 
in Koda Leather. Price....... $5 .00 





TRUST COMPANIES Magazine, Book Department _........................ 1930 
55 Liberty Street, New York. 
Gentlemen: Enclosed please find $5.00 (check or money order), for which 
kindly send me copy of “Trust Investments,” by Frank C. McKinney; or you may 
send me copy on approval. 





EIN acs, STIS, SESS: cit Sen ok le a ie Dee a ne ea 


Make check or draft payable to TRUST COMPANIES Publishing Association 
55 Liberty Street, New York 
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CANADIAN TRUST COMPANIES ACHIEVE NEW 
RECORD OF TWO BILLION ASSETS 


VOLUME OF ESTATE AND TRUST BUSINESS DOUBLES IN FIVE YEARS 





ANADA affords an interesting object 

lesson in the field of trust company 

achievements which is not without 
significance in contrast to trust company de- 
velopment in the United States. Unlike the 
prevailing practice this side of the border 
the Canadian trust companies have no au- 
thority to conduct commercial banking busi- 
ness and do not seek such functions. They 
are strictly fiduciary institutions in charac- 
ter as well as in name. Their experiences and 
success, covering a period of nearly half a 
century, demonstrate clearly that trust busi- 
ness can be exclusively and profitably ad- 
ministered, without assuming banking, in- 
vestment or other functions, yielding refine- 
ment of service and commanding public con- 
fidence to an extraordinary degree. 

The past year was the most successful in 
the history of the Canadian trust company 
movement. A complete and final compilation 
of the annual reports covering the year 1929, 
reveals a remarkable increase of over $400,- 
000,000 in total assets under control of the 
Canadian trust companies, bringing for the 
first time the aggregate above the two bil- 
lion mark to $2,065,301,324. During the same 
period the volume of estates, trusts and agen- 
cies under administration increased from 
$1,473,098,843 to $1,852,091,735. These totals 
acquire added meaning when considered in 
relation to the latest complete inventory 
showing national wealth of Canada as 
amounting to approximately $27,687,000,000 
at the close of 1927 and exclusive of unde- 
veloped natural resources. 

The gains reflected in the 1929 statements 
of Canadian trust companies are largely at- 
tributable to the fact that 1929 was a year 
of exceptional activity in Canada in the or- 


ganization of new business and corporate en- 
terprises as well as in the enhancement of 
national wealth. As a class the trust com- 
panies are second only to the Canadian char- 
tered banks in financial importance. The 
chartered banks reported at the close of 
last year total assets of $3,521,089,471, the 
trust companies following with over two 
billions and the Canadian life insurance com- 
panies coming third with assets of over 
$1,250,000,000. Canadian loan companies 
just barely held their own last year with 
combined assets of $284,324,000. 

The profitable returns from trust business 
is indicated by increase in net profits last 
year to a new high level of $5,261,958 as 
compared with $4,404,576 the previous year 
and $38,575,884 in 1927. The return of net 
profits on paid-up capital of the fifty-three 
Canadian trust companies was equal to 13.98 
per cent as compared with 12 per cent for 
the two preceding years. On combined paid- 
up capital and reserve fund the 1929 net 
profits were equal to 8.76 per cent as com- 
pared with 7.08 per cent in 1928. Embracing 
three new companies and issue of new Ccapi- 
tal the combined paid-up capital of Canadian 
trust companies increased last year from 
$36,172,158 to $37,606,378. The increase in 
paid-up capital represents a total of $12,000,- 
000 during the past five years. Reserve funds 
were also substantially increased last year, 
attaining a new high of $22,320,004, a gain 
of over $2,000,000 and $6,000,000 ahead of 
the 1927 total. Capital assets remained 
about the same at $73,472,000 and due to 
conditions in the money market, the total 
guaranteed funds showed a relatively small 
increase of approximately $6,000,000 to total 
of $136,589,422. These guaranteed accounts 





SUMMARY SHOWING PROGRESS OF CANADIAN TRUST COMPANIES 


1926 
Capital paid-up..............:. $26,728,299 
RE ottawa eh ns 46a bw wien y 14,432,471 
GUNN CI ica sacesacwea 53,652,883 
Guaranteed accounts........... 84,068,913 
Estates, trusts and agencies..... 1,068,996,776 
gS EES ae ey aa 1,216,710,599 
MM IDE 5's Sine Siw stiskgiis ays e100 8 3,184,929 


1927 1928 1929 
$29,599,019 $36,172,158 $37,606,373 
16,376,086 20,216,735 22,320,004 
61,034,815 73,358,969 73,472,046 
85,321,585 130,876,642 136,589,422 
1,199,178,261 1,473,098,843 1,852,091,735 
1,380,734,533 1,674,974,138 2,065,301,324 
3,575,884 4,404,576 5,261,958 
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STATUS OF LEADING TRUST COMPANIES OF CANADA AT THE 
CLOSE OF 1929 


Capital 
Paid-up 
Administration & Trust Co., Montreal $250,000 
Canada Permanent Trust Co., Toronto..... 1,000,000 
Canada Trust Co., London............... 1,000,000 
Capital Trust Co., Ottawa................ 703,056 
Chartered Trust & Executor Co., Toronto... 987,900 
Crown Trust Co., Montreal............... 1,000,000 
Eastern ‘Trust Co., Halifax............... 1,000,000 
General Trust of Canada, Montreal........ 1,105,000 
Imperial Trusts Co. of Canada, Toronto.... 248,649 
La Societe Nationale Feducie, Montreal.... 105,000 
London & Western Trusts Co., London..... 999,475 
Montreal Trust Co., Montreal............ 2,000,000 
National Trust Co., Toronto.............. 3,000,000 
Northern Trusts Co., Winnipeg........ .. 1,504,000 
Nova Scotia Trust Co., Halifax........... 469,700 
Prudential Trust Co., Montreal........... 717,470 
Royal Trust Co., Montreal............. . 2,000,000 
Saskatchewan General Trusts Corp., Regina. 239.632 
Sherbrooke Trust Co., Sherbrooke......... 300,000 
Sterling Trusts Corp., Toronto............ 777,530 
un A SSINE 0CO., DEOUITOR! 5... ncn ce cane 250,000 
Toronto General Trusts Corp., Toronto . 3,000,000 
Trusts & Guarantee Co., Toronto .......... 1,974,228 
cmon Seuss Go., Loree ....... 05 ..6 65... 1,000,000 
Western Trust Co., Winnipeg............. 1,005,000 


Reserve Estates, Total Net 
Fund Trusts, ete. Assets Profits 
$108,362 $25,080,154 $26,689,600 $55,595 
350,000 20,475,666 22,995,045 104,244 
850,000 20,657,188 29,068,625 148,508 
100,000 8,470,828 14,071,026 54,838 
215,000 17,103,579 21,236,161 100,332 
400,000 23,247,185 26,977,629 135,177 
200,000 44,592,993 48,623,534 152,635 
pare 6,896,031 9,520,569 88,474 
31,615 10,811,199 12,278,191 21,278 
eee 7,650,619 8,243,720 36,449 
949,475 34,669,758 36,685,827 125,667 
2,000,000 602,392,067 634,551,468 605,623 
3,000,000 219,835,364 243,887,744 622,493 
300,000 13,521,427 17,896,680 120,191 
125,000 4,015,384 5,733,840 61,883 

Asher 4,990,476 5,753,540 Bates IN 
3,750,000 456,393,874 483,152,870 679,117 
60,000 4,472,521 4,892,124 11,133 
150,000 2,159,531 3,859,843 36,080 
140,000 10,239,637 11,729,891 70,184 
de NARS, 71,772,842 72,323,662 38,917 
3,750,000 172,507,039 195,494,850 530,029 
AL Pe 29,753,837 39,361,388 183,824 
700,000 10,878,180 17,065,372 133,737 
350,000 10,099,117 12,444,334 90,934 





represents funds on which a specific rate of 
interest is guaranteed and which can only 


be invested in securities which constitute 
legal investments for trustees. 
It is worthy of note that the Canadian 


trust companies are keenly alert to the ex- 
tension of trust service into new fields. Thus, 
the life insurance trust has within the past 
few years acquired a status most promising 
for the future. This service hand in 
hand with the rapid growth of life insur- 
ance in Canada. Since 1914 the total life in- 
surance in foree in the various provinces has 
increased from one and a quarter billion to 
six billions at the close of last year. Cor- 
dial and intelligent cooperation with life un- 
derwriters is an influential factor in this 
relatively new phase of fiduciary protection. 


goes 


Another interesting feature of trust com- 
pany development in Canada is that nearly 
SO per cent of the total volume of estates, 
trusts and agencies is administered by only 
four of the fifty-three trust companies. This 
gives emphasis to the fact that reputation, 
seniority and experience are the elements 
that command public faith in trust service. 
The four trust companies which together ad- 
minister estates, trusts and agencies amount- 


ing to $1,451,127,000 of the aggregate of 
$1,852.091,735 are as follows: Royal Trust 


Company of Montreal, organized in 1899 Na- 
tional Trust Company of Toronto, organized 
1898; the Toronto General Trusts Corpora- 
tion, organized in 1882 and the Montreal 
Trust Company, organized in 1889. The To- 


ronto General Trusts Corporation has paid- 
up capital and reserye fund of $6,750,000; 
the National Trust Company, $6,000,000; the 


Royal Trust Company $5,750,000 and the 
Montreal Trust Company, $4,000,000. 
An advantage enjoyed by Canadian trust 


companies is that they may maintain branch 
offices in any of the provinces. Some of the 
larger trust companies have availed them- 
selves of this authority to establish offices 
in principal cities from coast to coast and 
thus offering a national trust service. The 
trust companies of Canada have also been 
influential in fostering fiduciary and invest- 
ment relationships with American trust com- 
panies, yielding business of a reciprocal and 
increasingly profitable nature. Relation- 
ships with members of the Bar are most 
satisfactory and the confidence of the pro- 
vincial governments toward these institu- 
tions is evidenced by a disposition to enlarge 
their investment powers. A well-written ar- 
ticle in a recent issue of the Monetary Times 
gives an instructive résumé of the operations 
and functions of these institutions. 


%, o, °, 
a go ge 


Recent amendments to the Ontario Trust 
and Loan Act include a provision that loan 
and trust companies may not act as insur- 
ance agents. 

Under an amendment to the Quebec Civil 
Code trust companies in that province are 
authorized to invest in bonds of other Ca- 
nadian provinces. 
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CANADA'S OLDEST TRUST COMPANY” — ESTABLISHED 1882 


Across Canada 


HE first Trust Company to be 
founded in Canada, this 
Corporation, after forty-eight years 
of continuous growth, has today an 
organization which links up the 
principal cities of Canada. 


With its accurate knowledge of 
conditions across Canada, the 
Corporation is the ideal executor 
and trustee for Canadian estates; 
and it can offer every service as 
transfer agent or corporate trustee. 


Capital and Reserve $6,750,000 
Total Assets over $200,000 ,000 


The 
TORONTO GENERAL TRUSTS 
CORPORATION 





HON. N, W. ROWELL. K.C., LL.D. W. G. WATSON, 
President General Manager 





TORONTO - MONTREAL - OTTAWA ~- WINNIPEG 
REGINA - SASKATOON - CALGARY - VANCOUVER 














PS. 
NM Guar? 


National Trust 


Company 
Limited 


Capital and Reserve 


$6,000,000 


Assets Under Administration 


$243,000,000 


Trust Company Service for 
Corporations and Individuals 





4% on Deposits 


514% on Guaranteed Trust 
Certificates 


Correspondence Invited 


Toronto Montreal Hamilton Winnipeg 


Saskatoon Edmonton London, England 











ROYAL TRUST COMPANY OF CANADA 

The Royal Trust Company of Canada, 
which has its head office at Montreal, an- 
nounces that Senator Robert F. Green, for- 
mer member of the House of Commons, has 
been appointed a member of the Victoria 
advisory board of the Royal Trust Company. 
Senator Green was formerly in the British 
Columbia Legislature and was Minister of 
Land and Works from 1903 to 1906. He was 
appointed to the Senate in 1921. 


CANADIAN BREVITIES 

The new uptown branch of the Toronto 
General Trusts Corporation at 30 Bloor 
street, Toronto, which was recently opened 
by General Manager W. G. Watson, is under 
the management of A. S. Davies. 

The Imperial Trusts Company of Toronto, 
Canada, has obtained authority to increase 
capital to $2,000,000 and its board of direc- 
tors from nine to twenty-one members. 

Sir Henry Thornton, K.B.E., chairman and 
president of the Canadian National Railways, 
and Morris W. Wilson, general manager of 
the Royal Bank of Canada, have been elected 
directors of the Montreal Trust Company. 


The following new directors have been 
elected at the Capital Trust Company of 
Ottawa, Canada: M, A. Mahoney, contrac- 
tor, Ottawa; T. D’Arcy McGee, K.C., barris- 
ter, Ottawa; James C. Keenan, Toronto; and 
Hon. J. J. Donnelly, Pinkerton, Ont. 

Ira E. Wright, Jr., has been appointed 
manager of the Guaranty Company of New 
York, Ltd., of Montreal, an affiliation of the 
Guaranty Company of New York. 

More than 1,600,000 horse power will be 
added within the next three years to the 
total of Canadian hydro-electric turbine in- 
stallation, which at the beginning of 1930 
stood at 6,727,600 horse power. 

Within the past decade European and 
South American mortgage banks have placed 
considerably more than $200,000,000, of their 
bonds with American investors. 


The first statement of the Security Home 
Trust Company of Toledo, Ohio, represent- 
ing recent merger of the Security Savings 
Bank & Trust Company with the Home Bank 
& Trust Company, shows resources of $32,- 
000,000. Stacey L. MeNary is president; 
James Harbaugh, vice-president and trust 
officer. 








EVERY 18 MINUTES 


during banking hours some 
Californian deposits his will 
with the 


BANK OF ITALY 


National Trust and Savings 
Association 
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Eighth Regional Crust Conference 


OF THE 


Pacific Coast and Rocky Mountain States 


Held at Seattle, Washington, August 6, 7 and 8, 1930 





HERE is an essential mixture of the 

human and practical in the perform- 

ance of trust work which not only 
yields an inexhaustible supply of inspira- 
tion, but also imparts zest for constant bet- 
terment and broadening of service. No- 
where in this broad land is the quest for 
new ideas and improvement more pro- 
nounced than among the trust men of the 
Pacific Coast. Cooperative effort has been 
developed in that group of states to a degree 
which should set an example to trust officers 
in other parts of the country. This spirit 
is abundantly manifested at the Pacific Coast 
tegional Trust Conferences and the recent 
eighth annual conclave in Seattle, Wash., 
August 6th, Tth and Sth was no exception. 

There was a splendid representation from 
all the states embraced in this conference, 
including the Pacific Coast and Rocky Moun- 
tain states. The prepared papers, which are 
reproduced in this issue of Trust COoMPA- 
NIES, again gave evidence of careful prepa- 
ration and considerable research. The five 
sessions were packed with animated discus- 
sion which afforded frank exchange of ideas 
and experience. Particularly interesting 
was the symposium on “Is It Sound Prac- 
tice to Accept Appointment as Co-Executor 
or Co-Trustee?’ This brought out the pros 
and cons of this problem with a prevailing 
argument against such co-appointments. 
The various sessions were under the aus- 

pices of different states and fiduciary organi- 
zations. The first session was sponsored by 
the Oregon trust officers and presided over 
by D. W. Holgate, trust officer of the United 
States National Bank of Portland. The first 
paper was on “Will Planning” by Blaine B. 
Coles, vice-president of the Security Savings 
& Trust Company of Portland, followed by 
an instructive paper on “Precautions to Pro- 
tect Trustee on Assuming Assets from In- 
dividual Executor by C. F. Reilly of Port- 
land. 





The second session was under the auspices 
of the Southern California trust officers with 
Halcott B. Thomas of the Citizens National 
Trust & Savings of Los Angeles in the chair. 
F. R. Behrends of Los Angeles spoke on lia- 
bilities and responsibilities of transfer agents 
and registrars; John Veenhuysen of Los An- 
geles on avoiding losses in trust operation 
and A. L. Lathrop of Los Angeles on liberal- 
izing legal investments for trust funds. The 
third session was presided over by J. E. 
McGuigan, vice-president of the Bank of 
America of California and was conducted 
in behalf of Northern California trust offi- 
cers. W. T. Cross of the Bank of Italy de- 
scribed the operation of a statewide trust 
system; G. Elmer Jennings of the Wells 
Fargo Bank & Union Trust Company spoke 
on educational plans in trust work and A. A. 
Rosenshine of the California State banking 
department discussed results of trust depart- 
ment examinations. 

The fourth session was conducted by trust 
officers of Utah with George T. Peterson of 
the Bankers Trust Company of Salt Lake 
City presiding. The pitfalls encountered in 
avoiding probate was the topic of a paper 
by D. J. Baker of the Ogden State Bank 
and Reed E. Holt of Walker Brothers Bank- 
ers of Salt Lake City discussed the value of 
the escrow department. The fifth and clos- 
ing session was sponsored by the Trust Com- 
pany Division of the American Bankers Asso- 
ciation with Henry FE. Sargent, secretary of 
the Division, presiding. W. Tresckow, as- 
sistant vice-president of the Central Hanover 
Bank & Trust Company of New York talked 
on proven methods for securing new and 
profitable trust business. This was followed 
by a symposium on co-executor and co-trus- 
teeship appointments. 

At the banquet held on the evening of the 
last day of the conference there was an ad- 
dress on “Wills and Will Makers” by Wil- 
liam <A. Dixon, vice-president of the Whit- 
ney Central Bank & Trust Co. of New Orleans. 
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HENRY H. JUDSON D. W. HOLGATE 


Vice-president and Trust Officer, Seattle Trust Company, Trust Officer, United States National Bank, Portland, Oregon 
who was Chairman of General Committee of Regional who presided at opening session 0 Regional Conference 
Conference 








J. E. MCGUIGAN HENRY E. SARGENT 


Vice-president and Trust Officer, Bank of America of Deputy Manager, American Bankers Association and 
California, San Francisco, California, who presided at Secretary of the Trust Company Division, who presided 
third session of Regional Conference at closing session of Regional Conference 











eh i Sc Cew ce ED 





185 





WARNING AGAINST UNDUE LIBERALIZATION OF 
LEGAL INVESTMENTS FOR TRUST FUNDS 


CORPORATE TRUSTEES MUST HOLD FIRM TO CONSERVATIVE STANDARDS 


A. L. LATHROP 
Vice-president, Union Bank and Trust Company, Los Angeles, Cal. 





(EpiTor’s NOTE: 


Mr. Lathrop’s conclusions regarding the demand for relaxation in 


laws governing legal investments for trust funds will be applauded by tried and experi- 


enced trust officers. 


He disapproves of any grant which will admit common stocks 


to the legal classification, thereby absolving fiduciaries from the present restraints and 


safeguards. 


HE first and highest responsibility of 
a trustee is to maintain the integrity 

of the principal of the funds entrusted 
to its care. It has no duty to enhance the 
value of a trust estate. It has no obligation, 
either moral or legal, to create a surplus 
over and above that which came to it with 
the creation of the trusf, but it has the most 
solemn and sacred duty to preserve in safety 
the principal of the fund. The very act of 
creating a trust removes the corpus thereof 
from the realm of speculation. It automat- 
ically makes it a fund to be protected and 
conserved. The theory of increasing the 
principal by profits from investments does 
not apply; in relation to trust funds, it has 
no significance. 

I may say, however, that the trusts I have 
particularly in mind are those created to 
give financial protection to somebody or some- 
thing, and not so much those agreements 
wherein the trustor vests discretionary pow- 
ers in the trustee to buy securities not legal 
for the investment of trust funds. The ob- 
ject of a trustor’s solicitude may be a wife, 
a daughter, minor sons, an aging and depen- 
dent parent, or a business or an estate that 
laboriously, over the years, he has builded. 
To make protection doubly certain he creates 
a trust. I do seriously and solemnly affirm 
that he and his beneficiaries have a moral 
right to rely upon the assumption that se- 
curity of principal will be the dominating 
purpose of the trustee. They are equally en- 
titled to assume, and in most jurisdictions 
have a legal right to know, that no specula- 
tive investments will be permitted. 


Common Stock Is Speculative 


An investment in common stock cannot be 
other than speculative. It represents a part- 
nership interest in a business enterprise and 
its value depends upon the merit of that 


His views, erpressed at the Pacific Coast Trust Conference, are pertinent 
im view of recent stock market experiences.) 


enterprise as a going concern. Changes in 
economic conditions bring about violent fluc- 
tuations in values, and varying trade and 
market conditions may eliminate them en- 
tirely. Under certain circumstances, a hold- 
ing of common stock may become a liability. 

As a rule, we have no reliable source of 
specific information as to the true value of 
common stocks. Current market quotations, 
to a large degree, reflect the temper of the 
buying public who blow hot and blow cold in 
the same brief period of time, or they may 
result from the operations of pools which, 





A. L. LATHROP 


Trust Officer, Union Bank and Trust Company of Los 
Angeles, California 
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without regard to true economic values, fix 
the prices of particular stocks in the open 
market at purely fictitious levels. The most 
painstaking analysis of the value of any 
common stock by an outsider is necessarily 
something of a guess. Balance sheets and 
operating statements can and often do hide 
a multitude of weaknesses, known only to 
the management, and undiscernible from any 
outside viewpoint. 


The Massachusetts Rule 

Massachusetts trust companies operate un- 
der a famous Supreme Court decision of an 
early date, in a case entitled Harvard College 
vs. Amory, and the decision has been adopt- 
ed in other jurisdictions. The heart of that 
decision is contained in the following para- 
graph: 

“All that can be required of a trustee to 
invest is that he shall conduct himself faith- 
fully and exercise a sound discretion. He is 
to observe how men of prudence, discretion 
and intelligence manage their own affairs, not 
in regard to speculation but in regard to the 
permanent disposition of their funds, con- 
sidering the probable income as well as the 
probable safety of the capital to be invested.” 

Could a standardized interpretation be put 
upon this decision, based upon that degree of 
conservatism which should always attend the 
acts of a trustee, no better basis could be 
asked. But what is “fa sound discretion’’? 
The purchase of any one of a hundred com- 
mon stocks in the early days of 1929 might 
have been justified as “sound” by observing 
how vast numbers of “men of prudence, dis- 
eretion, and intelligence’? were managing 
their own affairs. Yet thousands upon thou- 
sands of such men came to grief, in connec- 
tion with stocks of the soundest and most 
fundamental of the nation’s industries, in- 
cluding banks, trust companies, manufactur- 
ing concerns and trading enterprises. 


Trust Officers Are Not Omniscient 

Bankers do not vary from the general run 
of men. They are as susceptible to the in- 
fluence of optimistic hopes as any class. Nor 
can we say that the trust company officials 
of the nation are either omniscient or pre- 
scient. There are some abler than others, and 
here and there an individual, brilliant, almost 
psychie in his power to perceive the things 
financial of the future, but in the main, the 
trust officers and trust committees of boards 
of management are hard-working, capable 
men whose days are full to overflowing with 
the multifarious duties and obligations of the 
trust business. I make this reference to 
trust executives because in their hands at all 
times will be the larger portion of the coun- 
try’s trust business. Their environment, of 


necessity, is limited to the field of banking. 
Trustworthy and able, they are entirely ca- 
pable of formulating safe and conservatively 
sane rules of conduct to enable them to “ex- 
ercise a sound discretion” under such rules, 
but they are not, nor are business men 
generally and as a class, competent to em- 
bark upon the sea of speculative investment 
with trust funds, nor should they be permit- 
ted to do so. 

I ask you in all sincerity, what bank offi- 
cers do you know, from highest to lowest, 
that in the past several years, from common 
stock investments have not had a very pre- 
earious time of it, along with millions of 
other citizens? They are very few, indeed, 
whose policy of managing their own affairs 
would have been the proper policy for the 
management of the affairs of the trusts com- 
mitted to the charge of their banks, irrespec- 
tive of whether they made money or lost 
money, yet they are all men of “prudence, 
discretion and intelligence” and intended and 
do intend their course to make a definite 
policy of “permanent disposition of their 
funds.”’ 


Demand for Greater Investment Freedom 
The demand for greater freedom in the 
investment of trust funds does not come from 
the general public, nor does it arise as a 
matter of public policy. It originates with 
the trust companies, professional trustees, 
who .are impatient that the trust funds in 
their charge are not permitted some share 
of advantage from the possibilities of specu- 
lative profits in the field of rapidly mounting 
common stock values. No one can ascribe 
this agitation to improper motives. The 
trust companies who favor it are not selfish 
in advocating the change. They are actuated 
by a sincere and honest desire to be of serv- 
ice; to procure greater income, and larger 
profits, for those who depend upon the re- 
sults their trustees obtain for life and hap- 
piness. 


Guides at Command of Modern Corporate 
Fiduciary 

As a matter of fact, the necessity for 
maintaining high statutory standards of in- 
vestment of trust funds does not arise in its 
most important phase, in connection with 
trust companies. The modern corporate fidu- 
ciary of the metropolitan centers is better 
equipped to invest to advantage and with 
safety than any other trustee. It employs 
scientific methods. It, more than any other 
type of trustee, has the means and the abil- 
ity to make careful analyses. Its survey of 
any industry is as comprehensive and all- 
embracing as can be made outside the indus- 
try itself. It has available the best sources 
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of information, and insofar as it is humanly 
possible, it obtains good information and 
data to guide it in buying securities of all 
kinds. 

The private trustee, who is governed by the 
same laws and regulations that govern the 
trust company, be they strict or liberal, is 
not so situated. His investments in common 
stocks are too apt to be made in a hit or miss 
way, backed by -hunches, tips, and propa- 
ganda skillfully disseminated. His knowledge 
must necessarily be largely superficial, and 
his opportunity and ability to investigate 
very limited. And, however well-intentioned 
his investments may be, he is legally respon- 
sible only to conform to the law. An invest- 
ment made under a liberalized statute per- 
mitting a trustee to invest in common stocks, 
might be completely wiped out, and the trus- 
tee having “exercised a sound discretion” in 
good faith, could be held to no accountibility 
by the trustor or the beneficiaries of the 
trust. They would have no recourse what- 
soever against the trustee, although their 
financial resources might be lost in toto. 


Danger of Letting Down the Legal Bars 

A state of affairs that would permit such 
happenings, would, unfailingly, undermine 
the prestige and strength which the trust 
companies now possess with the public. A 
most unfavorable reaction against trustees 
and trusteeships would take place, and the 
trust companies could not hope to avoid loss 
of that high confidence, their most precious 
asset, in which they are now almost univer- 
sally held and regarded, and which has been 
built up under laws imposing statutory and 
proper restrictions upon the general invest- 
ment of trust funds. 

Liberalize trust investments to the extent 
suggested. and in the years to come you will 
see, instead of the growth of trust companies 
in popular favor and usefulness to which we 
all now confidently look, a dwindling, a dimi- 
nution, in popular esteem, a lessening of that 
high regard in which we are now held, and 
a final reduction of the trust companies from 
their present high estate as fiduciaries, to the 
levels of other institutions. The element of 
protection which the law throws around trust 
estates, gives a trustee dignity, and the busi- 
ness itself is thereby lifted out and set apart 
from all other pursuits, on a high and ex- 
alted plane. Without this support, it rests 
solely upon the integrity, wisdom, and busi- 
ness judgment and practices of all trustees, 
including great and small metropolitan trust 
companies, country banks and trust compa- 
nies, and individuals everywhere. Think you, 
that with no legal restraints, the weaker 
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links in this great chain of service will not 
weaken the whole thereof? 


Disabilities of the Small Trust Department 

The small bank operating a trust depart- 
ment in any location outside the large cities, 
rests under the same general disabilities as 
the individual. Trust departments in the 
past ten years have sprung into being in 
every part of every one of the United States. 
With no background of trust experience, no 
real knowledge of the science of making trust 
instruments, these new trust departments in 
comparatively small places, offer the whole 
gamut of trust services to the public. To 
me it seems that the trust fraternity itself is 
vitally interested to see that proper safe- 
guards are continued around the trust busi- 
ness of corporate fiduciaries, that all may be 
protected against loss of prestige and public 
confidence that would inevitably grow out of 
the unrestricted investment of trust funds by 
these small trust companies. 

Good faith toward innumerable trustors in 
all jurisdictions requires that the present 
standards regulating the investment of trust 
funds be maintained. Wills already made, 
trusts in operation, trusts to come into being 
upon certain happenings, in tens of thou- 
sands, are now already drawn and sealed, 
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and all conditioned upon the purchase by 
trustees of investments now legal for trust 
funds. These trusts were made with the dis- 
tinct understanding that equity interests 
would not and could not be purchased by the 
trustees. The trustors should be able to rely 
in perfect confidence upon their trustees to 
fulfill all the conditions imposed by the con- 
tracts at the time they were made. If com- 
mon stocks are permitted as investments for 
trust funds, the wishes, intentions, purposes, 
and direct instructions of trustors and tes- 
tators are violated and defeated. 


Step Toward Mire and Quicksand 

Humanity by nature is optimistic; we ex- 
pect that which we desire, It is easy to be 
convinced that a new era has arrived; that 
the old-fashioned law of supply and demand 
no longer is operative; that fundamental 
principles of economics, in reality, eternally 
unchanging, have become obsolete and no 
longer effective in a new order of things. 
Therefore, it is the fashion, in some quarters, 
to call the tendency to favor common stock 
for trust investment an advance, a forward 
movement, following the trend of the times. 
It is an advance, but not one toward stabili- 
zation and security in trust investments, but 
rather an advance toward the mire and 
quicksand of speculation. When a trust fund 
is lost, it is gone. There is no brain and 
sinew behind to replenish it. It ceases to ex- 
ist and the helpless beneficiaries may subsist 
as best they ean. 

I say common stocks have no place in the 
legalized schedule of trust investments. The 
trustee system of investment must stand firm 
upon the rock foundation of conservatism, 
against which the waves of speculation beat 
in vain. Common stock equities are sand, 
and the resistless tides of economic forces 
build or take away, according to their flow. 
There is sufficient latitude and scope under 
present laws to permit the free and profitable 
employment of trust funds upon a secured 
basis, and their permanence should not be 
subject to the inherent uncertainties which 
necessarily and inevitably attend equity in- 
vestments. 

Savings funds are hedged around with rig- 
orous safeguards. The character of invest- 
ment permitted to savings banks is limited 
and strictly set out. No one would advance 
a proposition to permit banks to invest the 
savings of the people in common stock equi- 
ties. Are trust funds any less sacred? Do 
they merit to be safeguarded in any lesser 
degree? I think not. 

In my opinion the present legal restrictions 
upon the investment of trust funds should 
not be liberalized, ‘Trust investments should 
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be regulated by statute. They should be lim- 
ited to mortgage securities, where the definite 
lien of a creditor obtains upon specific prop- 
erty that can be seen and its value and earn- 
ing capacity properly appraised, except that 
statutory authority should be extended to the 
trustor to give more latitude where he desires 
to do so, by specific provisions in the trust 
agreement. 
fe de 
DRAWBACKS OF CONCURRENT 
FIDUCIARY JURISDICTION 

Trust companies assume the burden of res- 
ponsibility and work in connection with ap- 
pointment as co-trustees and co-executors, 
according to Lane D. Webber, vice-president 
of the First National Trust and Savings 
Bank of San Diego, Cal., in presenting his 


paper at the Pacific Coast Regional Trust 
Conference. He said in part: 
“Experience has demonstrated that the 


participation of an individual in trust ser- 
vice lends nothing to the skill and efficiency 
of the corporate fiduciary. In fact, the op- 
posite is usual. The trust company is ade- 
quately equipped to perform the service, both 
as to personnel and facilities, and is thor- 
oughly experienced in the mechanical and 
technical details, while the proposed individ- 
ual rarely has any knowledge of or experi- 
ence in such things. 

“Faced with concurrent jurisdiction the in- 


‘dividual must be invariably consulted before 


action can be taken and must join in that 
action. Possibly absent or, if present, not 
available, or at hand but reluctant to act be- 
cause of lack of information or experience or 
because of some personal prejudice or feeling, 
or because of whatever given reasons, the 
trust company may find itself unable to ren- 
der the fine service of which it is capable and 
subject itself to criticism either for acting 
without joinder of its co-fiduciary or for 
failure to function in a skillful and expedi- 
tious manner. Frequently decisions must be 
made and acts done with promptness and 
precision. Delay occasioned by or resulting 
from the effort to convert an inexperienced, 
timid or obstinate individual may bring loss 
to the estate and unjustified but damaging 
criticism to the corporate fiduciary.” 


The Citizens National Bank and Trust 
Company of Los Angeles will open its 35th 
banking office in the new building now under 
construction in Westwood Village, the busi- 
ness section near the campus of the new 
University of California at Los Angeles. 

More than $25,500,000 in resources is 
shown in the latest statement of Walker 
Brothers Bankers, Salt Lake City, Utah. 
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More than 500,000 stockholders 


More than half a million people 
own American Telephone and 
Telegraph Company stock—an 
army of stockholders larger than 
that of any other company in 
the world. 

The average holding is 30 
shares, and no single holder owns 
as much as one per cent of the 
total shares outstanding. Stock- 
holders are located in every state 
of the United States and in many 
foreign countries. 

The relationship of the tele- 


phone business to its Owners is 
perhaps the most intimate of that 
of any large corporation. Virtu- 
ally all of these stockholders are 
users of its service. Twenty per 
cent of them are Bell System 
employees. 

The telephone organization is 
definitely committed to a policy 
of giving the best possible service 
at the lowest possible cost con- 
sistent with financial safety. 

May we send you a copy of our 
booklet, “Some Financial Facts’? 


BELL TELEPHONE 
SECURITIES CO. Ine. 


195 Broadway, New York City 
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HOW TO AVOID LOSSES IN ACCEPTING AND MANAGING 
TRUST BUSINESS 


WHEN FIXED FEES ARE INADEQUATE TO COVER RISING COSTS AND 
CONTINGENCIES 


JOHN VEENHU YZEN 
Vice-president, Security-First National Bank of Los Angeles, Cai. 





(Epiror’s Note: 





Experience has taught trust officers that the only true way to avoid 
losses and to conduct trust business profitably is to exercise eternal vigilance. 


With 


changing values, increasing costs and unforeseen problems that so often arise in the 
administration of trusts, the question of proper elasticity in fee basis is of prime impor- 
tance, according to Mr. Veenhuyzen in his instructive paper at the recent Pacific Coast 


Trust Conference.) 


HATEVER trusts are accepted, it is 
evident that each must pay its 
proper and adequate compensation 
commensurate with the duties to be per- 
formed and the responsibilities involved. The 
fees now generally recommended by fiduci- 
ary associations, and usually charged by old- 
er trust companies, are the result of many 
years of experience, but just the same may 
still be termed as “haphazard.” They are 
supposed to be sufficient to cause the trust de- 
partment as a whole to show a profitable re- 
turn on normal and well selected business, 
but little is as yet known of the cost of serv- 
ice for the various kinds of trusts. So often 
this matter of service is concluded to be noth- 
ing more than the performance of clerical 
duties. But with all trusts there is in addi- 
tion to these clerical duties, always the haz- 
ard involved in the assumption of responsi- 
bilities and the proper exercise of judgment, 
which are liabilities to be compensated. 
Research is now going on by many trust 
companies to learn this cost of rendering the 
service. Whether to base the fee on income 
or on principal is a matter of much dispute, 
although the latter method is gaining sup- 
porters and is correct in principle. It is so 
easy to shirk in the beginning this determina- 
tion of the fee, and provide that the compen- 
sation shall be “reasonable.” (To accept 
trusts on a “reasonable” fee basis may theo- 
retically be the most equitable and just way 
because it is thereby possible to meet all fu- 
ture conditions as they arise, but unfortu- 
nately in a practical way it does not work out 
satisfactorily, and for practical reasons it 
must be condemned. The reasonable unde- 
termined fee is always uncertain in its re- 
sult for all parties concerned, for we usually 
all have differing interpretations of what 
shall be deemed a reasonable compensation 
for the trustee’s services under given circum- 





stances. You have merely shifted the bur- 
den of coming to a satisfactory agreement to 


a later date, and at a time when you are at 


a disadvantage, for you will then already 
have performed the services. Experience 


teaches that even where the fee is expressed 
as reasonable, you usually charge the same 
fee for several years, and then it becomes 
extremely difficult to change it to an in- 
creased amount without meeting opposition 
and criticism. It usually works well in a 
revision downward. 


JOHN VEENHUYZEN 
Vice-president, aan. . ational Bank of Los Angeles? 
al. 
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Fixed Fees Have Become Inadequate 


Many of us who accepted trusts at fixed 
fees prior to the period of the war, now find 
such fees inadequate to cover the much in- 
creased cost of the service; but I am satis- 
fied that many fees fixed in those years, were 
inadequate even in their own time, and do 
not believe that a fixed fee, if adequate to 
produce a reasonable profit now, will in the 
reasonable duration of the average trust, 
prove inadequate to cover even unexpected in- 
creased cost of service. It is probable that the 
ideal fee basis for corporate fiduciary serv- 
ices has not yet been found, but schedules 
based upon principal, rather than upon in- 
come, will prove reasonably satisfactory and 
just in both cases. 

No matter how large the trust which is of- 
fered you, how tempting the business seems, 
how much influence is brought to bear upon 
you, do not accept it except upon an adequate 
and full compensation for the services to be 
performed. Do not reduce your compensa- 
tion because of a promise of much future 
business. Such future business has a habit 
of not materializing. Determine upon a 
schedule of fees fair to the customer and suf- 
ficient to insure a reasonable profit to the 
trustee, and then adhere to it. Once you 
have let down the bars to a customer, his 
friend and the friend of his friend will want 
the same advantage. Such information, no 
matter how confidentially made, is never kept 
a secret. However, in considering the ac- 
ceptance of a trust, it is not the matter of 
compensation alone which must be consid- 
ered. Often those trusts which never should 
be accepted are the easiest to agree to fee 
terms—in fact, the trustor will make no ob- 
jections at all to a higher fee than usual. I 
am not going to be so presumptuous as to 
tell you what trusts you should reject and 
which only to accept, for it is often difficult 
to foresee the difficulties that can arise, Only 
experience teaches what must be avoided. 


Some Danger Signals 


Beware of the person with property which 
is so burdened with mortgages, liens, and 
unpaid taxes, difficulties as to title, attach- 
ments, pending lawsuits, unsatisfactory 
leases, or other matters, that he himself is 
now. in despair, and expects you by some ho- 
cus pocus process to make all these troubles 
disappear and save the whole estate for him. 


Be careful with old, unrentable property 
which requires much in repairs, or vacant 
lots, or worn out ranch lands, or neglected 
orchards, when the trustor expects you to 
make these produce much by way of income. 
Possibly you can improve their condition, 


but only at the expense of much thought, 
time and labor for which the owner is seldom 
willing to pay the price. Do not consider 
yourself a magician, and do not attempt the 
impossible. 

Let not the promoter talk you into believ- 
ing his innumerable schemes, usually as yet 
untried but pictured with assured success. 
All they want is the use of your name and 
prestige for which they are willing to pay 
you handsomely. They do not need a trustee 
—let them incorporate. Even where there 
are Blue Sky Laws, do not agree to impound 
the proceeds of stock sales when the promoter 
can withhold a very generous commission for 
himself. When these stock selling schemes 
fail to meet the requirements prescribed by 
the commissioner, as they usually do, the 
promoter has collected his big commission, 
and you will never be able to satisfy the pros- 
pective stockholders except with the return 
of the whole amount of money deposited by 
them. 

Avoid the trust which at the start is un- 
certain as to number of persons or amount 
of money or kind of property involved, for 
you can only guess at the amount of labor 
involved. These stretchable trusts are usu- 
ally schemes to raise money to pay off in- 
debtedness on churches or lodge houses, and 
often insurance features are coupled with it 
making it all the more involved. This life 
insurance is calculated to pay a certain sum 
within a certain average time, but premiums 
do lapse, and members cease to contribute. 
Sooner or later dissension appears among the 
participants, and the ordinary vicissitudes of 
life among them create conditions making the 
trust very burdensome and unprofitable. 

Do not accept trusts of land where the 
purchaser has promised that fruit trees or 
other kinds of crops will be planted thereon 
and cared for, for a number of years. Such 
schemes should be incorporated, as they re- 
quire working capital which is seldom offered 
as part of the trust. 


Things to Avoid 

Avoid unusual provisions in trusts which 
are difficult of performance and usually at 
an unknown cost and expense. I recently 
read of a trust which provided, among other 
things, for the distribution of several hun- 
dred loaves of bread at the bank to deserving 
poor on the anniversary of the trustor’s 
death. That duty should have been charged 
to some charitable organization. I doubt if 
such an act by the trustee, although quite 
worthy, could be deemed even good advertis- 
ing. 

Never guarantee anything except faithful 
performance and efficient service. So often 
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the trust officer loosely uses the word “guar- 
antee,”’ especially when talking about the rate 
of income on investments. It simply can’t be 
done, as you are not lawfully incorporated to 
guarantee or insure anything. Your custo- 
mer, however, understands its meaning liter- 
ally, and expects performance accordingly. 
Trouble and dissatisfaction soon follow. 

Avoid trusts wherein you have to manage 
a going business. Only under exceptional 
circumstances can this be carried on success- 
fully for a limited period. Exception can 
be made with apartment houses, ranches, or 
orchards, provided you have among your per- 
sonnel someone capable of handling these, in 
which event your compensation should take 
this into account; or else you can hire ¢a- 
pable managers, and then the expense falls 
on the trust. Let us always remember that 
the object of a trust should be the protection, 
management, and investment of property and 
money, usually requiring that a reasonable 
income be earned thereon, Any proposed 
trust which has different purposes should 
be carefully considered. 

The size of the trust is of importance. 
Each trust requires a certain amount of cleri- 
cal labor and overhead expense. If the trust 
is too small, the usual fee may not even pay 
for this unavoidable general expense. There- 
fore, fix a minimum acceptance and annual 
fee, and accept no trust which is not able or 
willing to pay this minimum fee. In times 
of financial stress you will be offered many 
trusts with cash principal, for the only pur- 
pose of having you invest it, and the trustor 
expecting of you a higher average return 
than he himself is then able to obtain in 
the open market. If you take such trusts, 
you are performing the services of a stock 
and bond broker without chance of any other 
profit than your trust fee, and still you are 
assuming the responsibility for proper in- 
vestments and all the liabilities that go 
with it. 


Importance of Carefully Drawn Instruments 


When you have determined to accept the 
trust, and the compensation has been agreed 
upon, remember that these fees are for the 
ordinary services to be performed for such 


trust. Complications, dissensions, disagree- 
ments, arguments and disputes are time- 


consuming matters, and time is one of the 
elements of the service for which you are to 
be paid. Many of these disagreeable com- 
plications can be avoided if the trust agree- 
ment is properly and carefully prepared. Give 
plenty of time and thought to the preparation 
of this document, foresee the future as much 
aS possible, and provide for the many pos- 
sible contingencies that may arise. They are 


a ES: UR; MAM ER 
ee FAW Aaa. raw .ae Lb. as 
A) iA] 


ere 
omnes 


Liv 
san 


\/ 


Rg 
s 


Aw 





PERSONAL SERVICE 


on Los Angeles Trusts 


Smita eee 
Aw lA 


anr% 
ean 


law A 


UR Trust Department 

offers in Los Angeles 
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many so-called standards forms of these 
agreements now obtainable. Make use of the 
provisions, thereof, which are the result of 
many years of trust experience. For in- 
stance, the costly practice of amortization of 
bond premiums can be avoided by appropri- 
ate provisions. The vexing problems of ap- 
portionment of stock dividends, stock rights, 
and other matters of doubt as to which is in- 
come or principal, should, as far as possible, 
be settled by the trustor in advance, rather 
than left for determination by the trustee, 
especially in those states where the law and 
court decisions applicable thereto are im- 
practicable and very burdensome to carry 
out. Many a trust which otherwise would 
have given many years of satisfaction to its 
beneficiaries, and profitable earnings to the 
trustee, has turned to constant losses because 
it was carelessly prepared, with poorly ex- 
pressed provisions, inadequate to meet con- 
ditions which were plainly evident when cre- 
ated. 


Most of the foregoing is applicable only 
to the ordinary living trust where you have 
an opportunity of discussing the prospective 
trust with the freedom of acceptance or re- 
jection. Often this is not the case with those 
fiduciary services where the appointment 
comes by a decree of court. 
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Impractical Directions in Wills 


For a person to appoint the trust company 
as executor under his will, without any con- 
sultation, often causes much delay and loss 
to the estate because of insufficient provisions 
or impracticable directions. The succession 
to property should be accomplished as rapidly 
as the laws permit, unless delay in possession 
is intended, when it should be provided for 
by a trust. Many wills contain provisions 
that inevitably cause delay and often loss, 
all of which might have been avoided if the 
testamentary plan had been previously dis- 
cussed. The experienced trust officer is al- 
Ways mindful of the problem of how to prac- 
tically carry out the wishes of the testator, 
and will advise accordingly. The will should 
not be merely an instrument expressing to 
whom the estate shall pass, but should take 
into account the practicability of the doing 
of it. Educational advertising should bring 
all this to the attention of your local citizens. 
The lengthy delay in completing the probate 
of an estate forces you to manage the prop- 
erty just that much longer, without any in- 
crease in your compensation. Needless to 
say that what might have been profit, may 
become an actual loss. 

Certainly, where a will contains a trust, 
you should have an opportunity to know 
what it is and to express yourself as willing 
to assume the duties thereof. Although the 
testator is not likely to impose impossible 
conditions, still the terms of the trust may be 
vaguely or imperfectly expressed. ambiguous 
and difficult of interpretation, necessitating 
your taking a chance in carrying them out 
or asking the court for an interpretation. As 
a general rule, the trustee should avoid being 
charged with the exercise of discretion on 
questions of ability or morality of a bene- 
ficiary. 

With an estate of small size, the probate 
fee as allowed under the law is usually pro- 
portionately larger than with larger estates. 
To the small estate consisting often of no 
more than a home and a few investments 
or savings account, this fee may be quite a 
burden. It is better not to undertake the 
probating of such small estates, if there is a 
close, surviving relative who can assume the 
task. The public is apt to criticize and un- 
justly accuse you of robbing the widow. The 
average compensation of the ordinary small 
estate, although seemingly large, will not 
prove profitable to the trust company. The 
gathering in of the estate and all the sub- 
sequent steps of court procedure and re- 
quired accounting, are more costly than is 
usually realized. And this is again another 
reason why the testator should consult with 


You can 
then frankly tell him that the size of his es- 
tate is such that it cannot afford the expert 


his executor before appointing him. 


services of the corporate trustee. It is very 
regrettable that these small estates, which 
often more than any other, need the services 
of the experienced fiduciary, are also the 
least able to pay for it and cannot be profit- 
ably served by the trust company. 


Corporate and Insurance Trusts 

Corporate trusts such as bond issues, stock 
transfers, and registrations, will prove profit- 
able only if they can be obtained in sufficient 
number. To handle just a few will be un- 
profitable, as they require a different sort of 
attention and accounting than your other 
trusts. Besides, they present many intricate 
legal problems with which the average trust 
officer is not sufficiently familiar. 

Much publicity is now given to life insur- 
ance trusts. Are they profitable? I do not 
know, and neither do you know. Maybe they 
will be some day, if and when the policy pro- 
ceeds have actually been collected. But in 
the meantime, they are an expense to you 
and much more so than you realize, Con- 
sultations, changes in provisions of the trust, 
withdrawals of policies occur constantly, all 
taking your time, and usually performed 
without cost. You even safekeep the policies 
free of cost. How many years will you do 
this for the average trust, and what will all 
this have cost you? And you do not know 
how much you will ultimately collect under 
the policies, for the insured has the freedom 
of borrowing thereon; and if he allows his 
policies to lapse, you may collect nothing at 
all. Even the life insurance companies must 
admit that the mortality of their policies by 
lapse in premium payments is very large, es- 
pecially with newly written policies. Un- 
funded life insurance trusts for  smalt 
amounts will undoubtedly prove to be a loss. 

The salaries of your employees constitute 
90 per cent of the cost of handling trust busi- 
ness. You will wish to reduce this expense, 
but do not try to save on this by using in- 
experienced help. The employees and officers 
with executive duties must be well trained, 
for it is only the trained men who can 
recognize and avoid those conditions which 
eause losses. The constant growth of the 
trust business in the U. 8. calls for a plan 
for the proper education of the trust em- 
ployee. All of you are vitally interested 
therein, and should give your active support 
toward the solution of this problem. 


Accounting Costs 


The largest number of your staff do ad- 
ministrative and accounting work. It is ex- 
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pected that with the growth of your assets, 
the ratio of cost of accounting to assets will 
grow less but it is also true that with that 
growth will come a more complicated system 
requiring additional controls and checks be- 
cause of the larger number of persons in- 
volved in executive and administrative du- 
ties. The constant fear of failing to carry 
out the multidudinous duties of your trusts 
will add more system as time goes on. It 
is well to periodically check up on this and 
watch out that you are not overburdened 
with much unnecessary system and thereby 
unnecessary expense. Remember that a small 
trust company does not need the same ac- 
counting system as a larger trust company. 
Although the basic principles used by both 
large and small trust departments are the 
same, you are much more intimately in touch 
with your smaller number of trusts than the 
officials of a larger trust department and 
| therefore you can get along with a less com- 
plicated system. 
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(EpItTor’s NOTE: 


RULES OF LAW DETERMINING RESPONSIBILITIES AND 
LIABILITIES OF TRANSFER AGENT AND REGISTRAR 


OBLIGATIONS TOWARD CORPORATION AND THIRD PARTY 


FREDERICK R. BEHRENDS 
Vice-president and Trust Officer, California Trust Company, Los Angeles, Cal. 


The tremendous issue and wide distribution of corporate securities 






have imposed a great burden of responsibility upon trust companies and banks as transfer 


agents and registrars. 


The absence of any judicial definition on many of the questions 


and problems that frequently arise in operation, renders the position of the transfer agent 
and registrar one of exercising exceeding caution as to liabilities that may be incurred. 
However, it deserves affirmation that trust companies and banks in such agency capacities 


have acquitted themselves admirably. 


Mr. Behrend’s paper, which was presented at the 


recent Pacific Coast Trust Conference, bears the stamp of practical experience and keen 


grasp of legal essentials.) 


N discussing responsibilities and liabilities 

of the transfer agent and registrar no at- 

tempt will be made to discuss operating 
procedure with its attendant and very real li- 
abilities and responsibilities. That subject 
was thoroughly covered two years ago in San 
Francisco by Mr. Condon of the then Farm- 
ers Loan & Trust Company. Those who are 
interested in procedure should study that 
address which, in addition to appearing in 
the records of the Proceedings of that Con- 
ference—the Sixth Regional of the Pacific 
Coast and Rocky Mountain States—was 
through the courtesy of his company printed 
in pamphlet form for distribution. The 
loose-leaf “Stock Transfer Guide and Serv- 
ice’ put out by the Corporation Trust Com- 
pany of New York, and the text book “Work 
of Corporate Trust Departments” by Page 
and Gates, published in 1926 by Prentice- 
Hall, are additional and very material aids. 

I will present some of the rules and theo- 
ries of law that should help us determine 
what our liabilities and responsibilities are. 
Rather than burden with citations of authori- 
ties I will, at this time, suggest authorities 
that I feel should be reviewed by all of us 
who are engaged in solving these problems. 
A case that might well be read first is The 
Western Union Telegraph Company vs. Dav- 
enport in 97 U. S. 369, I would follow this 
by reading portions of the article, “Corpora- 
tions” in Ruling Case Law, Vol. 7, particu- 
larly Sections 165-166, 182 through 185, and 
239 through 259. A most informative and 
authoritative work has recently been pub- 
lished, “The Transfer of Stock’ by Francis 
T. Christie, published in 1929 by Baker, Voor- 
his & Company of New York, and finally, read 


the article on Corporations in Corpus Juris, 
particularly Sections 498, 499, through 501, 
506-507, 698, 710-711, 1033-1034, 1041 to 1051, 
and 1148 through 1190. 

These citations are but a small part of the 
law of corporations with which we should 
all be reasonably famliiar. In addition to 
these rules we should, of course, know the 
law of agency as our liabilities are, to a 
large measure, governed thereby. I also sug- 
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gest reading the article on Agency in Corpus 
Juris, Volume 2, paying particular attention 
to Sections 381-388 and 385, and also Sections 
476-485 and Sections 498-503. Other stand- 
ard works on Agency may well merit study. 
It is always both difficult and dangerous to 
attempt to express in a few lines or pages 
thoughts that text writers require hundreds 
of pages for correct expression. 


Going Back to Fundamental Principles 

Clearly to understand a problem we should 
go back to fundamental principles. I am, 
accordingly, reverting to Hornbook Law. <A 
corporation is an artificial entity created by 
the sovereign, originally under special act, 
but more recently permitted or required to 
come into being under general statutes. Be- 
fore a commercial corporation can function 
it needs both stockholders and assets. Ac- 
cordingly the incorporators are permitted to 
seek individuals who will subscribe to the 
capital stock of the corporation and who will 
agree to deliver to the corporation money, 
or its equivalent. When an individual has 
executed this subscription agreement and has 
turned in his money, or its equivalent, with 
others similarly situated, he becomes a stock- 
holder or shareholder of the corporation. 

The capital stock of a corporation differs 


from its capital or assets. Its assets or prop- 
erty will constantly be fluctuating. 
tal stock remains constant, except as under 
proper authority it is directed to be increased 


Its capi- 


or diminished. Capital stock has been broad- 
ly designated as “the sum of all the rights 
and duties of the shareholder,” of which the 
interest of any one shareholder is a frac- 
tional part. That this fractional interest of 
a shareholder may be more conveniently de- 
fined, the capital stock of a corporation is 
usually divided into equal amounts called 
shares. Each subscriber’s share of the capital 
stock of the corporation represents his pro- 
portionate interest in the concern. 

That the corporation may have a correct 
and continuing list of its stockholders it 
keeps, what are called, stock books or books 
showing its total capital stock and the in- 
dividuals sharing therein and their propor- 
tionate interests. The corporation is entitled 
to keep such a book that it may at all times 
know definitely the names of its stockholders 
and their proportionate interests and be pro- 
tected in dealing with them, whether it be 
in the matter of assessments, dividends, or 
in recognizing those entitled to vote at vari- 
ous meetings that may, be called. It may, 
accordingly, establish and enforce a rule that, 
at least in so far as the corporation is con- 
cerned, shares of stock are transferable only 
on its books. On the other hand, the stock- 
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holder having given money, or its equivalent, 
is entitled to a receipt or a certificate to show 
such contribution and to evidence the fact 
of his fractional interest in the corporation. 
We must remember, however, that such cer- 
tificate is merely evidence of the right and 
is not the right itself. 


Executing Power of Attorney in Blank 

Originally when corporations had few 
share or stockholders the practice was estab- 
lished that when a stockholder transferred 
his right to another he would present him- 
self at the office of the corporation and upon 
identifying himself had the right to have the 
books of the corporation opened to him that 
he might enter therein the transfer of his 
right to his transferee. As the stockholders 
became more numerous and more widely scat- 
tered it became inconvenient to appear in 
person and make these entries, Accordingly 
it became the rule that the transferor would 
authorize an agent to appear and enter this 
transfer on the books of the corporation. At 
the present time, of course, this right is sel- 
dom, if ever, exercised by the transferor in 
person or by his specifically designated at- 
torney-in-fact. He executes a power of at- 
torney in blank, giving authority to the par- 
ticular person, who enters the transfer on the 
hooks of the corporation, to do so in behalf 
of the transferor. At the present time this 
agent is almost invariably in the employ of 
the corporation or its transfer agent and is 
directly authorized to make such entries on 
its books under such powers of attorney. 

While it is essential to the proper func- 
tioning of the corporation that it be required 
to recognize only those stockholders who 
appear on its records, it is equally essential 
that the stockholder be permitted to deal with 
his interest in the corporation freely and 
with little or no restraint. One of the main 
incidents of property is its transferability. 
The power of disposing of stock, like the 
power of disposing of any other property, 
is a common right and naturally attaches to 
ownership. This right of transfer exists 
from the moment the subscription is accepted 
originally until the corporation has been dis- 
solved. As between a transferor and his 
transferee shares of stock may be transferred 
in the same manner that any other incor- 
poreal property may be transferred, As be- 
tween these parties no written evidence there- 
of is necessary. The transfer may be entirely 
oral. It has been held that the delivery of 
the stock certificates itself is sufficient, the 
delivery of the paper which evidences the 
right symbolizing the delivery of the right 
itself. 
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The Oldest Active Trust Department 1n the State of Montana 


This Bank has acted 1 in ev wd Trust capacity for a period of nearly 


thirty years. It is prepared 


to handle all forms of Trusts and is 


frequently called upon by outside companies to settle estates of 
non-resident deceased persons owning property in Montana. 


We invite correspondence with outside Trust Companics 
who may have the need of our services in this State 


UNION BANK AND TRUST COMPANY 
HELENA, MONTANA 


Corporation Has Right to Make Reasonable 
Rules 

While this right of disposing of property 
may not be unreasonably restricted, neverthe- 
less the courts have consistently held that the 
corporation itself may make reasonable rules 
governing the method of transfer for its own 
protection as well as the protection of its 
shareholders. It is proper for the corpora- 
tion to insist that the old certificate be sur- 
rendered for cancellation, or accounted for, 
to its satisfaction. This right to demand 
the surrender of the old certificate is one for 
the protection of the company, however, and 
the mere fact that it has neglected to ob- 
tain the old certificate will not deprive the 
transferee of his rights, both to a new cer- 
tificate and to be recognized by the corpora- 
tion as a stockholder. The corporation may 
demand proper written evidence of the trans- 
fer which may either be a proper transfer in 
writing or a decree of court of competent ju- 
risdiction establishing the fact of transfer. 
Further, the corporation may require the 
transferor in person or by duly authorized 
attorney to enter the transfer in its books. 
So long as these rules are proper and reason- 
ably necessary for the protection of the par- 
ties they are upheld. But rules that have 
imposed undue burdens on the right or ability 
to transfer this type of property have been 
consistently held void by the courts. 


Significance Attaching to Certificate of Stock 

As shares of stock become increasingly 
more freely dealt in, more and more signifi- 
cance is being attached to the certificate of 
stock itself. More and more we are becom- 
ing to feel that the certificate itself is prop- 
erty rather than evidence of property. They 
have become such important factors in trade 
and credit that the law has continued to sur- 
round those who take that evidence of those 
rights with the safeguards it affords the 
holders of other great agencies of commerce, 
such as bills and notes, ete. While certifi- 


cates of stock are not negotiable instruments 
the tendency has been more and more to 
force the transfer of certificates under the 
rules applicable to the sale of negotiable in- 
struments. It has well been said that a 
stock certificate is a solemn and continuing 
affirmation by the corporation that the person 
to whom it was issued is entitled to all the 
rights and subject to all the liabilities of a 
stockholder in the company in respect to the 
number of shares named and that the com- 
pany will respect his rights and the rights 
of anyone to whom he may transfer such 
shares. There are limitations, of course, as 
where stock has been sold for non-payment 
of assessments, where rights of other eclaim- 
ants, after due process of law, have termi- 
nated the rights of the original stockholder. 
But the certificate itself is becoming more 
and more important, both in the eyes of the 
public and the courts. Proper legislation is 
necessary to give the certificate full impor- 
tance. I feel we should give our whole- 
hearted support to obtaining it. 


Original Issues and Issues in Transfer 

In these few pages I have attempted to lay 
the foundation for a more intelligent consid- 
eration of our responsibilities. I will first 
deal with original issues and issues in trans- 
fer, In the first place it is clear that neither 
the corporation nor its agent may issue valid 
certificates representing in excess of the num- 
ber of shares duly authorized to be outstand- 
ing. The certificates representing the over- 
issue are void and their holders have none 
of the rights of a stockholder. But the bona 
fide holders of such certificates have rights 

against the corporation to recover the dam- 
ages they have suffered. 

In connection with any transfer of stock 
the corporation—if it were making its own 
transfers and keeping its own books—always 
faces two problems. It is liable if it im- 
properly refuses to transfer stock and it is 
liable if it improperly transfers the stock. 
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Accordingly the law permits it a reasonable 
time in which to examine both the certificate 
surrendered for cancellation, the alleged 
transfer or assignment thereof and the power 
of attorney authorizing the transfer on the 
books of the corporation. 


If the corporation makes an unauthorized 
transfer it is liable to the true owner. In 
the case of the Western Union Telegraph 
Company against Davenport, the original 
stock certificates were surrendered but the 
endorsements were forged. The company was 
held liable to the true owner for the full 
value of its stock and for all dividends that 
had not been paid to the true owner. The 
court in that case held, 

“The officers of the company are the cus- 
todians of its stock books and it is their duty 
to see that all transfers of shares are proper- 
ly made either by the stockholders them- 
selves or persons having the authority from 
them. Jf upon the presentation of a cer- 
tificate for transfer they are at all doubtful 
of the identity of the party offering it with 
its owner, or if not satisfied of the genuine- 
ness of a power of attorney produced, they 
can require the identity of the party in the 
one case and the genuineness of the docu- 
ment in the other, to be satisfactorily estab- 
lished before allowing the transfer to be 
made. In either case they must act upon 
their own responsibility. In many instances 
they may be misled without any fault of 
their own, just as the most careful person 
may sometimes be induced to purchase prop- 
erty from one who has no title and who may 
perhaps have acquired its possession by 
force or larceny. Neither the absence of 
blame on the part of the officers of the com- 
pany in allowing an authorized transfer of 
stock nor the good faith of the purchaser of 
stolen property will avail as an answer to 
the demand of the true owner.” 

The transferee of shares of stock is en- 
titled to have the books of the corporation 
opened, the transfer recorded thereon and a 
new certificate issued to him. If the cor- 
poration improperly refuses to transfer the 
stock it accordingly is liable to the one in- 
jured. In either case, whether it be one of 
improper transfer or improper refusal to 
transfer, the corporation subjects itself to 
an action for damages, or for conversion of 
the stock, or to a suit in equity to establish 
the rights of the true owner, or under certain 
conditions and in some states to mandamus 
proceedings. 

Fully to protect itself then the corporation 
must decide at its peril three things—first, 
did the stockholder have the power to trans- 
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fer this stock, secondly, did he properly ex- 
ercise that right, and thirdly, is the certifi- 
cate presented valid and in good standing? 
Fortunately the courts have held that the 
corporation is under no duty to investigate 
either the reason for the transfer or the 
consideration paid therefor. 

Maintaining Ready Market for Transfer 

It is of vital interest to every corporation 
that a ready market for the transfer of its 
securities be created and maintained. How 
can the company accord itself reasonable 
protection and yet permit the free and rapid 
transfer of its stock that is so necessary to 
such a market? 

The corporation must determine at its 
peril whether or not the transferor had pow- 
er to make the transfer. If the shares of 
stock stood in the name of the transferor as 
an individual and the corporation had _ nei- 
ther actual nor constructive notice of any 
trust, it is protected in completing the trans- 
fer upon his order. Similarly, if the transferor 
is a minor, the corporation lacking notice 
thereof, it is protected in completing the 
transfer. But where the corporation has no- 
tice that the transferor is acting in a fidu- 
ciary capacity as trustee, administrator, ex- 
ecutor, guardian, ete., it must, in the absence 
of statutory provisions relieving it, satisfy 
itself at its peril both that the fiduciary is at 
the time of transfer still acting in that ca- 
pacity and that he has, either under his ap- 
pointment or by law, the authority to make 
the particular transfer. 

Similarly, when an agent of the transferor 
executes the assignment and power of at- 
torney to transfer the stock, the corporation 
must at its peril satisfy itself that the power 
of attorney was as of the date of transfer 
valid and in full force and effect. Termina- 
tion of the agency by death, or otherwise, 
deprives the agent of all power. Similarly, 
discharge of a guardian, administrator or 
executor, or trustee, terminates their respec- 
tive authorities. Yet in practice corpora- 
tions have deemed it sufficient if they are 
furnished with certified copies or originals 
that show that the particular individual had 
at a period within the last several months 
been granted the authority under which he 
is asking for the accomplishment of the 
transfer. Here again the corporations have 
assumed business risks and perhaps feel they 
are justified. The practice is varied as to 
compliance with court orders. The only safe 
thing is to wait expiration of period within 
which an appeal may be taken before com- 
plying with the particular order. Any other 
procedure is at the company’s risk. 
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A leading authority on the law of trusts, 
Professor Austin W. Scott, has said that, 
“The rule that a corporation whose securi- 
ties are held in trust is bound to investigate 
whether a transfer of the securities is in 
breach of trust imposes a heavy burden on 
corporations and results in a serious obstruc- 
tion to the administration of trusts.” Un- 
fortunately that rule seems to be firmly es- 
tablished in this country though never pre- 
vailing in England. There should be relief 
afforded, the condition should be remedied. 
Whatever is to be accomplished must be at- 
tained through legislative relief. Let us give 
our aid to any such legislation. 


Was Power Properly Exercised? 

Having determined that the transferor had 
power to make and complete the assignment 
and transfer, was that power properly exer- 
cised by the one having it? The assignment 
or transfer passes the property rights to the 
transferee. The appointment of the attor- 
ney-in-fact permits the opening of the books 
of the corporation and the actual recordation 
of the change of ownership. The person ex- 
ecuting this assignment and power of attor- 
ney must be the individual to whom the stock 
was originally issued. Lacking personal 
knowledge of his identity and frequently 
having no specimen signatures for compari- 
son, it is generally acceptable to take the un- 
restricted guarantee of a limited number 
of responsible stock brokerage firms and cor- 
porations known to the corporation. Where 
these guarantees are by those who have di- 
rect interest in the particular transaction, 
their guarantee undoubtedly is given for a 
consideration and therefore can be enforced. 

It has been the practice in lieu of such 
guarantors to consent to guarantees by bank- 
ing institutions. Some individuals have 
raised the question whether these guarantees 
by a banking institution are legally binding, 
though all admit they are at least moral ob- 
ligations. Whether it is desirable to enlarge 
the class permitted to act as guarantors is 
a question of policy in each case. The com-- 
pany is faced at all times with the fact that 
the particular guarantor may become insol- 
vent, rendering his guarantee valueless, and 
also it must realize that the guarantee of it- 
self will expire within the statutory period 
established in the particular jurisdiction. 
And remember, that in so far as the stock- 
holder is concerned whose stock has been 
wrongly transferred, the statute of limita- 
tions does not begin to run against him un- 
til the corporation by some overt act has 
put him on notice that it does not regard him 
as a stockholder. 


Your 
Oregon Business 


SEND your business of a finan- 
cial or fiduciary nature to the 
Portland Trust and Savings 
Bank. This bank is ready to 
act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 





Always, of course, it must be determined 
whether the certificate presented is valid— 
was it properly issued originally, has it been 
altered in any way, either as to name of the 
stockholder or number or class of shares 
described, has there been any prior transfer 
of the whole or a part of the shares repre- 
sented thereby? As these problems can be 
solved from knowledge possessed or that 
should be possessed by the corporations and 
its personnel, I will not dwell upon them 
or the liability of the corporation, which here 
again acts at its peril. 


Liability of Transfer Agent to Third Party 

These are the problems that would face 
the corporation itself if it acted at its own 
transfer agent. Appreciating those difficul- 
ties and realizing how poorly equipped it is 
to handle these problems the corporation as 
a principal decides to appoint a bank or trust 
company as its transfer agent. What then 
aie the liabilities of the transfer agent to in- 
jured third parties? Has the company any 
rights against its agent whose act created 
a liability for which the corporation must re- 
spond in damages? 

If the transfer agent improperly refuses 
to make a transfer or improperly transfers 
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stock, it undoubtedly subjects the corpora- 
tion to liability to the one injured. It is the 
agency to which the corporation directs its 
stockholders for their transfers. It is clothed 
with apparent power and authority. Any 
innocent party who suffers damage thereby 
can hold the principal. But under what cir- 
cumstances is the transfer agent itself sub- 
jected to liabilities? While under certain cir- 
cumstances the transfer agent may assume 
responsibilities and incur liabilities that fall 
upon it as a principal, yet I feel that the 
problems that present the most immediate 
concern are those that can be answered only 
by study of the established rules defining the 
liabilities of an agent to its principal and 
to third persons. 

Primarily we are interested in knowing 
the liability of the transfer agent to the cor- 
poration. Again I revert to Hornbook Law 
for a foundation. “An agent in the perform- 
ance of its duties as such must exercise or- 
dinary and reasonable care, skill and dili- 
gence and for his negligence in failing to do 
so he will be liable to his principal for any 
loss occasioned thereby. * * * By ordinary 
care, skill and diligence is meant such as an 
ordinary person would exercise in the con- 
duct of his own affairs of the same nature, 
under similar circumstances, or 
usually possessed 
of ordinary care 


such as is 
and exercised by persons 
and capacity, engaged in 
the same business and what will amount to 
its exercise will depend upon all the cireum- 
stances of the particular case, including the 
case and subject matter of the agency, and 
hence is ordinarily a question of fact for the 
jury. In case of an employment which re- 
quires special or professional skill, an ageni 
who professes or holds himself out as pos- 
sessing such skill will be liable for 
due to his failure to possess or exercise the 
same, * * * 


losses 


An agent, although professing 
special skill, does not, however, insure the 
success of the undertaking or guarantee 
against mistakes or errors of judgment, but 
is held only to the exercise of the care and 
skill of one ordinarily skilled and competent 
in the particular business or profession and 
is judged with reference to the standards and 
degree and skill of knowledge 
the time the services are 

The officers of practically all the 
corporations appreciate the 
and liabilities in connection with handling 
the transfer of stock. They realize not only 
the importance of the problems but also that 
the problems must be solved as expeditiously 
as possible. They have realized that it is 


existing at 
rendered.” 

large 
responsibilities 
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too costly for them to keep the staff of highly 
trained individuals that would be necessary 
if they were their own transfer agent. We 
on our part have done our best to advise 
them of the difficulties and technicalities of 
transfers and have called to their attention 
the losses that would accrue to the corpora- 
tion if wrong decisions should be made. We 
trust companies have held ourselves out as 
highly efficient, as being better able to deter- 
mine disputed questions than their own or- 
ganizations. These suggestions of ours have 
been supported by the requirements of the 
New York Stock Exchange and the New 
York Curb. The corporation commissioners 
throughout the country are beginning to re- 
alize the desirability of having either a _ re- 
sponsible and reputable transfer agent or 
registrar outside of the corporation’s offices. 
Under such circumstances, then, we 
an appointment as a transfer agent. * 


receive 


Liability to Corporations 

Of course we are responsible to the corpo- 
ration for the negligence and for the fraud 
of our own employees, but in instance after 
instance have we not laid the foundation 
for liability to our respective principals? 
Remember that if such a case gets into cvurt 
the judge and jury will be in a position of 
looking back on an error that has been com- 
mitted. Hindsight is so infinitely clearer than 
foresight. It would be extremely easy for 
the jury or the judge to find things that 
should have put us on notice, that should 
have forced us to take the safe course of 
action and not the one that we did take. 
They would possibly reason that under our 
power of appointment we have the right and 
authority to consult counsel and to act in 
reliance on their opinion. Not having done 
so maybe we are charged with negligence 
by that very omission. I think we all re- 
alize that if we do advise with counsel on 
every problem that comes up we would trans- 
fer very little stock and 
shortly would be revoked, 
taking a business risk 
we all appreciate. 


our appointment 
Nere then we are 
that I am not sure 


Protective Clauses Disregarded by Courts 

Many transfer agents for some time have 
insisted on the insertion of a clause in the 
appointment to this effect, “This company 
shall indemnify and hold harmless the trans- 
fer agent for any act done by it in good faith 
in reliance upon any instrument, order or 
stock certificate believed by it to be genuine 
and to be signed, countersigned or executed 
by any person or persons authorized to sign, 
countersign or 


execute the same.” Perhaps 
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this relieves us from liability in the instances 
cited above. However, similar protective 
clauses in Indentures of Trusts have been 
disregarded by courts. Let us not put too 
much reliance upon such a saving clause. 

[ might suggest further that our respon- 
sibilities are increased in most instances due 
to the fact that certificates of stock in large 
blocks are delivered to us by the corporation, 
fully executed by its officers and with the 
seal impressed. These certificates are to be 
used by us only in proper instances either 
for delivery to original subscribers or sub- 
sequent transferees. In all of these trans- 
actions the corporation or principal looks 
to us for protection. Are we liable for our 
failure to give that protection? 

It has been said that the countersignature 
of the transfer agent is a continuing affirma- 
tion that the certificate has been properly 
executed by the officers of the corporation 
and that every essential requirement of law 
and of the by-laws of the corporation has 
been performed to make it the binding act 
of the corporation. Accordingly if the trans- 
fer agent countersigns a certificate that cre- 
ates an overissue it is liable both to the cor- 
poration and to the third injured 
thereby. 


person 


Absence of Judicial Rulings 
In any agency it is the appointment itself 
that constitutes the authority and defines the 
responsibility of the agent. The liabilities 
that may be incurred due to an improper is- 


suance or transfer are suggested above. Are 
we protected under our appointment if we 


should refuse to transfer stock that is prop- 
erly presented for transfer? Here again we 
should see that the appointment itself per- 
mits such a refusal without liability on our 
part, if such freedom of liability can be ob- 
tained. 

The courts have not yet been called upon 
to pass on many of these questions. All that 
we can do, and must do, is to realize clearly 
what our responsibilities and liabilities are, 
or may be. With that picture in our minds, 
then, whether we care to pass a particular 
transfer is dependent on whether we care 
in that case to assume the business risk. 


Improper Issuance or Transfer 

Secondly, what of our liability to third 
persons? The law is stated to be that, ‘The 
position of an authorized agent who under- 
takes to act or contract on behalf of his prin- 
cipal in excess of the authority conferred 
upon him differs from that of one who acts 
with knowledge that he has no authority, 
only in the degree of moral wrong and not 
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in the degree of injury, as the agent’s war- 
ranty of authority implies not only the ex- 
istence of the authority but also its suffi- 
ciency to cover the contract which he at- 
tempts to make, and if either in good faith 
or otherwise he acts in excess of an author- 
ity actually possessed, he renders himself 
personally liable to the third persons.” But 
this liability is limited to acts actually per- 
formed. In other words, an agent is liable 
for misfeasance or malfeasance but not for 
non-feasance. 

The improper issuance or transfer of stock 
is clearly malfeasance of the agent and sub- 
jects it to liability to the one injured. Ex- 
amine your form of appointment. The usual 
appointment of a transfer agent authorizes 
it to transfer stock on the books of the 
company represented by such certificates as 
may be surrendered for transfer “properly 
endorsed and duly stamped.” It is clear, I 
feel, that under such a resolution we are act- 
ing in excess of our authority in transferring 
any stock not properly endorsed. Having 
acted in excess of our authority we have ren- 
dered ourselves personally liable to the in- 
jured party if that party elects to sue us 
rather than the corporation. If he should 
sue usS and recover judgment, we are in the 
unfortunate position of having to sue the 
corporation, to shift the burden on to them 
that they assumed under the _ protection 
clause, if any, in the appointment, or if we 
can prove that we acted with due care. The 
burden would be upon ourselves to show that 
Wwe acted in good faith and with due care. 


Improper Refusal to Transfer 

Is an agent responsible to third persons 
for an improper refusal to transfer? Most 
courts hold that an agent is not responsible 
to a third person for injury resulting from 
non-feasance. The courts, however, are not 
clear in distinguishing between non-feasance 
and misfeasance. In many jurisdictions it 
is held that the failure of an agent to per- 
form a duty that his principal owes through 
him to third persons is misfeasanee. Ali 
courts seem unanimous in holding that an 
agent guilty of misfeasance is liable to the 
third person that is injured. I think it fair 
to assume that a corporation through the 
transfer agent is under a duty to transfer 
stock that is properly presented to it for 
transfer. Failure to perform such a duty 
it would seem to me would accordingly be 
misfeasance, subjecting us to liability and 
not non-feasance where we would have no 
liability, but the weight of authority is 
contra, asserting it is non-feasance merely. 
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I think it might be well to raise another 
question for your serious consideration. The 
rules of law I have referred to above cover 
the ordinary relationship of principal and 
agent. Is there anything in the office of 
transfer agent that might impose upon that 
agent greater responsibilities, at least to 
third persons, than those enforced upon the 
usual agent? Are we holding ourselves out 
to the public in the same way a title com- 
pany does when it issues a policy of title 
insurance? Is the public looking to us 
rather than to the corporation itself for its 
protection against improperly issued or 
transferred stock certificates? The cases 
covering the liability of a transfer agent are 
so few in number that it is difficult accu- 
rately to. measure our full responsibilities. 
Trade customs have a very marked influence 
upon the laws. Is the present tremendous 
activity in stocks establishing definite cus- 
toms that may within a reasonable length of 
time change either the statutes or the law 
as interpreted by the courts, possibly to our 
detriment? 

It is probably also that the lack of deci- 
sions involving a transfer agent is due to 
this fact. If the stock is worth fighting about 
a corporation is solvent. In the past the cor- 
porations have appreciated the fact that 
transfer agents should not be looked upon 
as guarantors and cannot be expected to be 
infallible. The corporation has appreciated 
its moral responsibility as well as its legal 
liability and has in most instances protected 
the transfer agent on that basis. Certainly 
if the corporation is insolvent the chances 
are that no claimant would sue us, and if 
he did, he could scarcely recover substantial 
damages from the transfer agent for its im- 
proper dealing with worthless stock. 


Responsibilities of Registrar 

But little has been written of the responsi- 
bilities and liabilities of the registrar. The 
position is rather difficult of definition. Re- 
alizing the dangers that surround the issu- 
ance and transfer of corporate stock, large 
corporations, and particularly stock ex- 
changes and brokers who deal in their secu 
rities, have felt it necessary, through out- 
side and independent controls, to supervise 
the issuance of certificates of stock. It is 
desirable to protect the corporation from lia- 
bility for improper issuance or transfer of 
its stock, and it is even more desirable to as- 
sure both the corporation and the holders 
of its registered certificates that those cer- 
tificates do not create any overissue of its 
stock. Almost invariably a corporate trus- 
tee has been given this responsibility. 
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The need for such independent outside con- 
trol was brought home to eastern investors 
through the Schuyler fraud which, as you 
know, resulted in a large overissue of stock 
certificates of the New York and New Haven 
Railroad Company. Similar overissue of 
Julian stock impressed the investing public 
of California, particularly in the southern 
part, of a similar need. The important stock 
exchanges throughout the country realize 
that they cannot afford to participate in the 
purchase or sale of void certificates. Accord- 
ingly, they are demanding the appointment 
of a corporate registrar. These demands 
on their part are being more frequently sus- 
tained by the corporation commissioners in 
the various states who are beginning to re- 
quire similar protection through a corporate 
registrar. In connection with the issuance 
and sale of certificates of stock the office 
of registrar is ever increasing in its im- 
portance. 


Forged or Raised Certificates 
The registrar is not liable for either the 
propriety or the legality of the transfer. It 
has but two duties, though these are of vital 
importance. First, as to original issues it 
must see that they are properly authorized 


by the proper state authorities as well as by 
proper action of the corporation itself, and 
that no more than the amount of stock as 
authorized is actually issued by the corpora- 


tion and registered by it. Secondly, as to 
certificates issued in transfer, it must see 
that as against each such certificate issued 
a valid certificate for a like amount of stock 
is cancelled. If it fails to perform its duty 
in either of these two cases, it subjects it- 
self to liability. And it has been held that 
a registrar is liable both to the corporation 
and to the stockholders for any loss that may 
be suffered by reason of its acts. But do not 
be deceived by the relatively few words 
needed to express those responsibilities and 
liabilities. Criminals are becoming more ex- 
pert—forgeries are on the increase. And it 
is through forged or raised certificates that 
our losses are most likely to occur. 

Remember that we hold ourselves out as 
having special knowledge and ability. Let 
us be sure we support those claims. Let us 
see to it that we clearly appreciate those 
responsibilities and liabilities and particu- 
larly, let us see to it that unless we are pre- 
pared to assume them in full measure we 
refuse to act as either transfer agent or 
registrar. 
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If You Need 
Fiduciary 
Services 
In Detroit 


THE UNION GUARDIAN 
Trust Company is well 
qualified by experience 
to act for you in any 
fiduciary capacity. For 
thirty-nine years this 
organization has acted 
as executor and admin- 
istrator. It is familiar 
with all phases of estate 
management. It has 
acted as trustee under 
bond issues, registrar, 
transfer agent, deposi- 
tary, and dividend dis- 
bursing agent. 
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Its field of usefulness has recently been increased by its 
affiliation with the Guardian Detroit Union Group— 
an association of leading Michigan banks, trust com- 
panies, and investment organizations, with aggregate 
resources exceeding $500,000,000. 
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DESIRABLE CLAUSES IN WILLS AND 
TRUSTS 

Blaine B. Coles, vice-president of the Se- 
curity Savings and Trust Company of Port- 
land, Oregon, in his paper on “Desirable 
Clauses in Wills and Trusts” submitted prac- 
tical suggestions designed to make easier 
the path of fiduciary administration. He 
recommended that in the first paragraph of 
a will the usual clause regarding payment of 
debts, obligations, costs of last illness and 
funeral expenses, there should also be indi- 
cated that “funeral expenses’ include the 
cost or a suitable marker or monument which 
is often a matter of doubt. As to specific 
bequests and devises, it is also well to pro- 
vide what is to be done with the property 
bequeathed or devised in the event the spe- 
cific legatee or devisee should be deceased 
at the time of the testator’s death. 


Mr. Coles devoted considerable attention 
to desirable clauses in trust agreement, par- 
ticularly as relating to power of sale, power 
of investment which should be broadly dis- 
cretionary and in dealing with minors. An- 
other problem, Mr. Coles said, that can be 
easily dispensed with is the amortizing of 
premiums paid on securities purchased above 
par, by simply providing that this need not 
be done. In the matter of securities pur- 
chased at a discount this can be readily met 
by declaring that the maturity value of the 
security shall belong wholly to the principal. 
These simple provisions will save the trustee 
possible controversies with the life tenant, 
to say nothing of one final altercation with 
the remainderman in the event that the 
trustee has failed to amortize premiums when 
he clearly should have done so. Further 
suggestions were as follows: 


HEADS OF COMMITTEES IN CHARGE OF PACIFIC COAST CONFERENCE 





Front row (from left): C. L. LeSourd, Vice-president, First Seattle Dexter Horton Nationa] Bank, Program; Walter 
J. Brewer, Trust Officer, First Seattle Dexter Horton National Bank, General Committee; Henry H. Judson, Vice- 
president-Trust Officer, Seattle Trust Co., General Chairman; Campbell Kelleher, Trust Officer, First Seattle Dexter 
Horton National Bank, Hotel and Reception. 
Back Row (from left): James Young, trust officer, Peoples Bank & Trust Co., Registration; A. V. Godsave, Vice- 


president, Pacific National Bank; Harold V. Smith, Asst. Trust Officer, Seattle Trust Co.; R. W. Sprague, Vice-president, 
National Bank of Commerce. 
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AMERICAN IRUST COMPANY 


Since 1854 


Joun D. McKer, Chairman of Board 


Frep T. Esty, President 


James K. Locueap, Executive Vice President 


R. M. Sims, Vice President and Trust Officer 


PROVIDES 


A HIGH TYPE OF 


SERVICE 


IN EVERY FIDUCIARY CAPACITY 


Resources in excess of $300,000.000 


HEAD OFFICE 


SAN FRANCISCO, 


CALIFORNIA 





“A power to borrow money should always 
be written in a will, together with the power 
to secure borrowings by mortgage or pledge 
or other form of hypothecation. Here also 
is a good place to speak of the authority to 
lease. This power should be_ specifically 
given and particularly if the duration of 
the Trust is likely to be short, it is well to 
give the Trustee the express power to execute 
leases that may run beyond the period of 
the Trusteeship, and also provide that if 
such extratemporal leases (to coin a word) 
are executed by the Trustee that the re- 
maindermen shall take the property on the 
termination of the trust subject to the terms 
conditions of said leases. 

“IT feel that a special power should be 
given a trustee to cover the trust property 
with fire, casualty, public liability, employers 
liability and rent insurance. In short, any 
sort of insurance that the Trustee deems 
advisable. This provision will help out many 
an awkward situation in the future, should 
some beneficiary on the one hand object to the 
expenditure of money for premiums and 
some other beneficiary object after a loss be- 
cause insurance was not placed. Finally, do not 
place too much reliance in the so-called pro- 


tective clauses. Fiduciaries are and ever 
have been held to strict accountability and 
justly so. It is my conviction that corporate 
fiduciaries should, themselves set even higher 
standards. The courts have already spoken 
on the subject and by their speech have rec- 
ognized the capability and desirability of cor- 
porate fiduciaries.” 


John T. Sproul, who was prominent in New 
York banking field for many years and until 
a year ago chairman of the advisory com- 
mittee of the Fidelity Trust Company of 
New York, died recently of heart failure in 
Nuremberg, Germany. 

The Wachovia Bank and Trust Company of 
Winston-Salem, N. C., reports resources of 
$46,308,683 ; deposits $40,308,000; capital $2,- 
500,000; surplus $2,000,000 and undivided 
profits $943,418. 

Thomas T. Dunn, graduate of the law col- 
lege of the University of Virginia, has been 
appointed trust officer of the newly organ- 
ized trust department of the United Savings 
Bank of Detroit. 

George Barclay has been elected as as- 
sistant vice-president of the City Bank 
Farmers Trust Company of New York. 
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Service in Virginia 
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PITFALLS IN AVOIDING PROBATE 


A scholarly paper on “Pitfalls in Avoiding 
Probate” was presented by D. J. Barker, of 
the Ogden State Bank of Ogden, Utah. He 
first reviewed the historical background in 
the development of the probate code and as 
incorporating the experiences of ages in the 
orderly distribution, through laws of succes- 
sion, of the property of those who die intes- 
tate. Mr. Barker presented some typical ex- 
amples of the difficulties and litigation en- 
countered when short-cuts are attempted to 
defeat the need of probate. In conclusion 
he said: 


“There are many devices for probate avoid- 
ance which may be and are used successfully 
under certain conditions. But might we not 
say that any plan of avoidance calls for far 
greater skill and care than is required to 
Stay on the firmer path that has been defi- 
nitely marked out and justified by the ex- 
perience of the past. Of this we are certain. 
When one assumes the responsibility or ar- 
ranging a man’s estate, he must keep in mind 
that he is dealing not in gold or silver or 
precious stones or merchandise or land, alone 
—but is dealing as well with rights and ob- 
ligations not only of his client, but to a de- 
gree, with the rights and obligations of others. 





An estate program, whether it is to be con- 
summated throughout probate or the use of 
trusts, life estates, joint tenancies, deeds, 
gifts, survivorships or whatnot, or a com- 
bination of these, must be broad enough 
in scope to anticipate and provide for the in- 
corporation of all these rights and obligations 
as they appear, or may be asserted, if it is 
to be successful.” 


TRUST FUND FOR Y. M. C. A. 

A trust fund of $1,000,000 in perpetuity is 
provided for in the will of the late Elmer 
A. Sperry, the inventor, the income of which 
is to go to the Young Men’s Christian As- 
sociation. The bequest is in acknowledg- 
ment of the helpfulness of the organization 
to the testator during his youth. The trus- 
tees of the fund, to be known as the Elmer 
A. Sperry Trust, are Edward Sperry, Ed- 
win P. Maynard, chairman of the board of 
the Brooklyn Trust Company and Russell 
Cruikshank. The trust instrument provides 
that preference in devoting income be given 
to the Brooklyn and Queens branches of 
the: ¥. Mi. C.- A, 
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New Encianp’s Larcest CorPoRATE FIDUCIARY 


A great institution wow concen- 
trates in Fiduciary and Corpo- 
rate Agency Fields 


THE TREND in modern business is toward concen- 
tration of effort. Strengthened by the addition of 
the Trust Department of The First National Bank 
of Boston, Old Colony Trust Company now turns 
its principal attention to Fiduciary and Corporate 
Agency fields. 


Administering under Individual Trusts 


and Executorships sae ce re $ 3 3 5,000,000 


* 


Administering under-AgencyAccounts g 8 7 5 y000,000 


OLD COLONY 


Trust CoMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 


Affiliated with THe First NaTIonaL Bank of Boston 
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Secondary 
Reserve 


Interior banks are constantly confronted with 
the problem of selecting sound investments suit- 
able for secondary reserve. 


THE PHILADELPHIA 
NATIONAL COMPANY 
the affiliated investment company of this Bank, 
with its many facilities and a fully equipped 
Statistical Department, is prepared to advise on 
your investment problems. 
A list of investment recommendations is issued 
currently and is available upon request. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


Capital and Surplus $50,000,000 
PHILADELPHIA’S LARGEST BANK 






















(EpDITOR’s NOTE: 


WHEN TRUSTEE TAKES OVER ASSETS FROM AN 
INDIVIDUAL EXECUTOR 


PRECAUTIONS SUGGESTED BY CITATION OF CASES AND COURT RULINGS 


Cc. F. REILLY 
Trust Officer, Hibernia Commercial and Savings Bank, Portland, Oregon 


Mr. Reilly gives herewith the results of an extended search of 


court records which impose vigilance and prudence upon trustees when taking over assets 


from an individual executor. 


Recent decisions have emphasized that a higher standard 


of care and responsibility is required of corporate fiduciaries than demanded of individual 


trustees. 


Mr. Reilly, in his paper presented at the recent Pacific Coast Trust Conference, 


holds that the main essentials are the exercise of enlightened judgment at time of accepting 
appointment and promptness in reducing assets to possession.) 


HE subject of liabilities is always of 

importance to those charged with 

the responsibility of managing other 
people’s money and property. For this rea- 
son, it is my purpose to discuss the potential 
liabilities, as well as the duties of a testa- 
mentary trustee at the inception of a trust 
and to offer suggestions to aid in the per- 
formance of the task. May I suggest that 
the first thing to decide is whether the trust 
can be administered with advantage and 
profit and whether it would be desirable 
business. In order to reach this decision, 
one should know something of the nature 
and condition of the trust property, whether 
the powers conferred under the will are ade- 
quate and if the trust purposes are workable. 


Studying Nature and Conditions of Trust 

An important consideration is the atti- 
tude of the beneficiaries towards your in- 
stitution, its officers and directors. What 
will be their reaction if you have to dispose 
of the testator’s pet securities because they 
are speculative or non-legal? Or what effect 
will it have if you must liquidate the tes- 
tator’s business and invest the proceeds in 
securities which produce less income? The 
will may give some discretionary power over 
the rights of the cestui que trust, which 
brings you into constant business intercourse 
with the latter, and if ill feeling, hostility, 
inharmonious or unfriendly relations exist, 
it would be wiser to refuse the appointment. 
To accept under these conditions might lead 
to embarrassment and possible injury to your 
institution. Then, too, such a relationship 
would be grounds for removal. 


A verified copy of the will should be ob- 
tained and closely studied, for the purpose 
of learning, (1) the intentions of the tes- 


tator; (2) whether your duties and respon- 
sibilities are definitely expressed, and (3) 
whether adequate powers have been con- . 
ferred. In case a literal performance ap- 
pears impossible due to ambiguity in the doc- 
ument or because strict adherence would 
be disadvantageous to the interests of the 
beneficiaries on account of changed condi- 
tions or for any other cause, by all means 
resort to the court. Where uncertainty and 
doubt exist, trustees are warranted in peti- 
tioning a court of equity for guidance in the 
discharge of their duties. This matter, of 
course, should be referred to your counsel 
with a statement of the difficulties encoun- 
tered or anticipated. 


Appraising Acts of the Individual Executor 

Finding things satisfactory to this point, 
you will want to know something of the 
property which comprises the trust. With 
this object in mind, a statement of the assets 
should be obtained from the executor, your 
experts should appraise and analyze the 
property and render a complete report as to 
its kind, quality, condition, present value 
and all surrounding circumstances which do 
or may affect it. This report should be com- 
plete enough to inform the executive com- 
mittee as to whether there has been a de- 
cline in the value of real estate covered by 
mortgages, a change in the condition of the 
neighborhood and consequent depreciation; 
adequacy of collateral given to secure notes; 
whether stocks or bonds are speculative or 
unsafe; their ratings; whether listed or un- 
listed; if eligible for trust funds; in short, 
all information and data that can be ascer- 
tained by reasonable investigation and in- 
quiry, together with the investigator’s rec- 
ommendations. 
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The extent and scope of the investigation 
by the testamentary trustee will depend 
largely upon the size of the estate, but 
briefly you will be concerned with the ex- 
penditure required for debts and expenses 
and ascertaining whether they are proper, 
especially in those cases where legacies must 
be reduced and prorated due to the large 
amount of debts and expenses. You will also 
be concerned with whether or not the ex- 
ecutor has used due diligence in collecting 
the assets, whether waste or shrinkage have 
resulted from his failure to bring a_ suit 
until the time when he is barred from so 
Coing by the statute of limitations: 
you must be vigilant to detect waste; the 
loss of assets through his fault or neglect; 
improper investment of funds; the collusive 
sale of and undervaluation and the 
wrongful compromise of debts due the estate. 

In the Belcher Estate (221 N. Y. S. 711) 
the administratrix was surcharged with loss 
arising from failure to sell stock rights, 
though she acted on the advice of her ai- 
torneys and was ignorant of the practice of 
selling such rights. Negligence of this nature 
could not be determined from the Adminis- 
tratrix’s accounts. Manifestly, a situation of 
this kind could only be ascertained by de- 
termining if the stocks found in the estate 
have paid dividends or issued rights. 

The executor’s duties regarding invest- 
ments are limited. Ordinarly, he has no 
authority to make investments or vary those 
of the testator. However, it is his duty to 
preserve the estate by calling mortgages if 
the security is inadequate and by convert- 
ing into cash investments which are declining 
in value or are unsafe, for nothing 
justify conduct that endangers the 


also, 


assets 


will 
estate. 
Losses Incurred by Executor 

Where the executor has failed to use due 
diligence, you will, of course, refuse to ac- 
cept any loss arising from his failure to act. 
Your responsibility where the executor vio- 
iates his duties as to investments is the same 
as it would be if the executor were 
trustee. “Newhall, Settlement of 
Innumerable times trustees have been sur: 
charged with loss that occurred under the 
management of a prior trustee simply be- 
cause they accepted investments upon their 
appointment without investigation and failed 
to take action to recover the loss. This 
point is well illustrated in the DeKalb case, 
in which the court said, 

“The proximate cause of the loss having 
been found to be due to the failure of the 
trustees then in office to foreclose, they were 
jointly and severally responsible for the loss. 


a prior 
states.” 
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If it(the succeeding trustee) had examined 
the securities when it was appointed, it could 
have ascertained the present value of the 
property. * The negligence of the trustee 
who took the mortgage * would have 


been disclosed and proper measures to com- 
taken. 
to pro- 


pel reimbursement could have 

The succeeding trustee failed 
tect the rights of the beneficiaries. 
it is therefore chargeable with the 
ment.” (See Dekalb, 157 N. E. 


been 


invest- 


jo. ) 


Determination of Taxes 

Now, in the matter of federal taxes, the 
Federal Income Tax Acts give an executor 
the right to demand a determination of all 
taxes due from a deceased taxpayer or his 
estate and the Commissioner of Internal Rev- 
enue is barred from examining the records 
or collecting a deficiency in tax after a lim- 
ited time from the date of the demand by 
the executor. The Revenue Acts further 
provide for a final determination of estate 
and income taxes by agreement between the 
Commissioner of Internal Revenue and the 
executor. It may be wise to find out wheth- 
er the executor has taken care of this mat- 
ter. DPossibly it could be suggested to 
that he make the demand 
appointment, so that the statute of limita- 
tions will commence to run. Liability for 
the tax follows the property, so you may. be 
embarrassed by the Revenue Department 
demanding the trust property from you at a 
later date, unless there has been a final de 
termination. Of course if there has been an 
overpayment of tax a trustee has a right to 
and should file a claim for refund or credit. 


him 


soon after his 


Dealing With Income and Values 

The question of income and principal pre- 
sents a problem of some difficulty. It 
perplexed the courts of this country and 
Kngland for quite some time. You will, 
therefore, want to know what treatment was 
given extraordinary dividends, stock divi- 
dends and if the executor has kept principal 
and income properly separated. In those 
cases where a testator bequeaths a specific 
sum in trust, the trustee may demand cash 
from the executor and the receipt for the 
full amount dispenses wtih the necessity of 
an appraisal and investigation of the execu- 
tor’s conduct. Apparently, the trustee might 
even insist on cash where the trust is a resid- 
uary trust, although it may be compelled to 
accept real estate. Receipt of cash would 
not in this instance discharge your responsi- 
bility for the executor’s conduct. 


has 


Unless you are prepared to defend the 
values used by the executor and are positive 
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Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 


that 


they represent current market prices, 
they should not be set up on your books. 
If the trustee gives the executor a receip: 


for the assets at an appraised value, it as- 
sumes full responsibility for their soundness 
price. Manifestly, it behooves one to 
make an exhaustive investigation of all se- 
curities and to receipt for them at current 
market prices determined by yourselves. The 
time to raise the question of investments is 
when they are handed over, not later. 

If there has been a shrinkage in values 
dvring the period of administration of the 
estate, the executor ought to account for it 
in his final account. This he should not ob- 
ject to doing and possibly will not, unless 
the depreciation is through his fault. If the 
account is allowed after notice to all inter- 
ested parties, you will be protected. If you 
are willing to accept the appointment, an ex- 
amination should be made of the executor’s 
account in order to make certain that you 
have received all the property to which you 
are entitled, and that the executor has not 
permitted the estate to waste or deteriorate 
through his fault; there is no other way of 
finding out what the executor is accountabie 
for. Accordingly, the residuary trustee 
Should not only scrutinize carefully the ex- 
ecutor’s account but also make sure that he 
himself, has the protection which comes from 
having the account allowed. (Loring, p. 122.) 
If your examination should develop a_ real 
question, it should be referred to the proper 
court for a decision before the executor’s ac- 
count is approved. However, if you are sat- 
isfied with the conduct of the executor, also 
that you have received the full amount to 
which you are entitled, you will be interested 
in seeing that the executor’s account is prop- 
erly settled in court and the deductions ap- 
proved. 


aud 


Examination of Trust Property 
Having accepted the trust, you should im- 


Registrar, Ancillary Administrator, or in any other fiduciary capacity. 





mediately acquaint yourselves with the na- 
ture and circumstances of the property, for 
though you are not responsible for anything 
that happened before acceptance of the trust, 
yet if a loss occurs from any want of atten- 
tion, care or diligence after acceptance, you — 
may be held responsible for not taking such — 
action as was called for—the law knows no 
such person as a passive trustee. 

If the trust fund consists in part of notes, 
bonds, policies of insurance and other simi- 
lar choses, notice should be given to the 
promissors, obligors or makers of the instru- 
ments. Titles to all stocks, bank deposits, 
mortgages, notes, insurance and other per- 
sonal property should be transferred to the 
name of the trustee without delay. The first 
duty of a trustee after appointment and 
qualification to act is to secure possession 
of the trust property and to protect it from 
loss and injury, and if negligent in this re- 
spect and suits and costs result, the trustee 
might be held personally responsible. Where 
a testamentary trustee negligently delays in 
obtaining possession, he may be held liable 
for loss of funds through the personal rep- 
resentative becoming insolvent. 

This is brought forcibly to our attention 
in the Kline Estate (124, Atl. 280). Kline 
died in September, 1912, testate. His friend 
Jacobs Was appointed executor. He duly 
qualified and filed an inventory which dis- 
closed an estate of more than $46,000. In 
1915 and 1914 the trustee accepted the trust 
and received from the executor approximate- 
ly $7,000, but nothing thereafter. The execu- 
tor continued to act until his death in 1916, 
but filed no account. Jacobs was a member 
of the bar in good standing with an income 
of $8,000 to $10,000 annually, but his estate 
proved utterly insolvent. The liabilities in- 
cluded a large sum due the Kline Estate for 
misappropriation of its funds. Testator’s 
widow died in 1920 and his two daughters 





































































































































































































































































































216 


thereafter took proceedings to surcharge the 
trustee with the loss caused by the defalca- 
tion of the executor on the contention that 
such loss resulted from the trustee’s supine 
neglect. The court held: 


“Tt was emphatically the trustee’s duty to 
take possession of the property; for to it 
was given the sole power to invest and re- 
invest the same. The executor had no such 
right and so far as appears never attempted 
to exercise any. Yet, in the face of this 
manifest duty, it took no step to obtain the 
property for four years, nor to ascertain 
what had been done with it, nor to require 
the executor to file an account. The trustee 
held the legal title with the right of posses- 
sion and could not remain dormant all those 
years with impunity. True, there is evi- 
dence that an officer of trustee did, on pos- 
sibly two occasions, ask the executor to file 
an account and was put off with the excuse 
that the estate was in litigation. A slight in- 
vestigation would have shown that the only 
litigation was a suit brought by the executor, 
which did not involve any of the tangible as- 
sets of the estate, nor prevent an accounting 
and turning over of the same. * * * Had 
testator desired Jacobs to indefinitely retain 
the possession of the trust property or its 
proceeds, he would have said so or made 
him the trustee.” 

The court surcharged the trustee with the 
less, including interest, fees of accountant 
who audited the executor’s books and the 
costs of the appeal. So it is evident that vig- 
ilance is an essential duty of a testamentary 
trustee. 


Checking Assets With Decree 

The assets received should be checked 
with the decree of distribution and with 
the findings of your own committee, so that 
you can be sure you have all you are sup- 
posed to get. A certified copy of the inven- 
tory and appraisement, together with a 
memorandum of changes made thereto by 
federal and state tax officials, should be ob- 
tained and carefully preserved. Values 
placed on the assets by taxing authorities 
may be the basis for determining loss or gain 
upon subsequent sale. Now, by comparing 
the original inventory with the decree of 
distribution, you will be able to observe 
whether the testator had the securities de- 
livered to you by the executor. This fact 
must be known where the will authorizes the 
retention of securities owned by the testator 
at the time of his death. This matter being 
before the court, it ruled a trustee would 
not have a right as a matter of law to as- 
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sume that stocks submitted to it by the ex- 
ecutor were owned by the testator at his 
death. 

“The trustee at the time of delivery to and 
acceptance by it of said shares * * * by the 
exercise of ordinary care, could have known 
that neither said stocks nor either of them 
were owned by the testator at his death. An 
inquiry would have been a simple act of 
prudence required by the measure of care 
owed by the trustee in the discharge of its 
duties.” (Villard, 114 N. E. 789.) 

If the will does not give the power to re- 
tain investments held by the testator at the 
time of his death, then the trustee must dis- 
pose promptly of all securities which are 
speculative in character. Otherwise, it may 
be personally responsible for any loss which 
results from holding the securities. Those 
who have read an account of the decision by 
the surrogate of Westchester County, New 
York, in the estate of Frederick H. Clark, 
published in the May edition of Trust Com- 
PANIES must be impressed by the danger of 
relying too implicitly upon the power to 


retain and the immunity from loss. 


Whether to Sell or Retain Securities 

The cautious trustee who is unable to de- 
cide whether to sell or retain securities be- 
longing to the testator will do well to con- 
sider what was said in the Allis Estate (191 
Wis. 23). 

“The law requires of a trustee ‘more than 
good faith and honest judgment.’ It re- 
quires that the judgment of the trustee be 
enlightened and guided by the approved 
rules applicable to the investment of trust 
funds, not to uninformed personal judgment, 
exercised without reference to legal rules 
and principles. 

“This necessarily excludes all speculation, 
ail investments for an uncertain and doubdt- 
ful rise in the market and of course, every- 
ihing that does not take into view the na- 
ture and object of the trust and the conse- 
quences of a mistake in the selection of the 
investment to be made. He must always 
bear in mind that the primary object of the 
creation of the trust is not, ordinarily, ac- 
cumulation, but the preservation and per- 
petuity of the fund until the time for its 
distribution arrives; and he must make no 
investment by which this object may be at 
all likely to be defeated.” 

The evidence showed that the trust com- 
pany in good faith made _ investigations, 
sought information from trustworthy 
sources, and acted upon such information 
according to its best judgment. It was ex- 
onerated. 











Investment of Proceeds 


After the trustee has reduced the trust 
fund to possession and has secured the prop- 
er custody, and after he has converted so 
much of the property as necessary to sell 
for money, his next duty is to invest the pro- 
ceeds. If there are directions in the will 
as to the time, manner and kind of invest- 
ment, the trustee should follow the direc- 
tions and power so given it. (Perry, par. 
452.) It must not allow the assets to remain 
out on personal security (unless so directed 
or authorized by the testator), though it was 
a loan or investment by the testator himself. 
It makes no difference that there are several 
joint promissors; nor that the loan is to a 
person to whom the testator loaned money 
on his personal promise; nor will personal 
sureties justify the loan. (Perry, 440,452) 

If an outstanding debt is secured by a 
real mortgage, it ought not to be called in, 
if it is safe, until it is wanted in the course 
of the administration, but pains should be 
taken to ascertain whether the security is 


safe. If the mortgage security is not ade- 
quate, the executor or trustee must insist 
upon payment, even where the cestui que 


trust is to consent to every change of in- 
vestment, and he refuses to consent; for 
nothing will justify conduct that endangers 
the fund. (Perry, 440). 


Closing Up Testator’s Business 


In the absence of a power to carry on 
testator’s business, it is the trustee’s duty 
to close up the trade, withdraw the fund and 
invest it in proper securities at the earliest 
possible moment. If the testator author- 
ized his trustee to continue the fund in a 
trading firm, it will be a breach of trust if 
the trustee allow the fund to remain after 
a change in the firm, as by the death or 
withdrawal of one of the partners, and the 
trustee is without authority to invest any 
of the general assets in the business. They 
are confined to the fund already embarked 
in the trade. (Perry, 454). 


Enlightened Judgment 


The crux of this matter is whether you 
show prudence, diligence and skill at the 
time of accepting the appointment, and are 
prompt in reducing the assets to possession. 
From a study of our subject, it appears that 
corporate fiduciaries are to be charged with 
an exact knowledge of the laws applicable 
to executors and trustees and rigid adher- 
ence to them. A standard of care higher 
than that required of individual trustees 
will be demanded by the courts; that is, if 
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the decision in the Estate of Clark (pre- 
viously referred to as having been published 
in the May, 1930, edition of Trust Com- 
PANIES Magazine) is any criterion. Or, as the 
Supreme Court of Wisconsin said in the 
Allis Estate: 

“A trustee occupies a position of peculiar 
responsibility. A trustee is selected because 
of confidence in his diligence, prudence, and 
absolute fidelity, as well as in his ability to 
so administer the trust as to protect those 
who, through infancy or other cause, are not 
able to protect their own interests. The per- 
formance of the duties of a trustee requires 
the exercise of a high degree of fidelity, vigi- 
lance, and ability. Especially is this true 
when the trustee is a company organized for 
the purpose of caring for trust estates, which 
holds itself out as possessing a special skill 
in the performance of the duties of a trustee, 
and which makes a charge for its services 
which adequately compensates it for a high 
degree of fidelity and ability in the adminis- * 
tration of a trust estate.” 

Elsewhere in the same opinion, the court 
said that the trust company appointed a 
special commission of seven men who sought 
all available information as to the condi- 
tion of the stock. The fact that the com- 
mission was mistaken does not lead to the 
conclusion that the findings of the trial 
court are not sustained by the proof. “The 
law does not hold a trustee responsible for 
errors in judgment when he has been careful 
to enlighten that judgment.” 


An enlightened judgment will come from 
a careful and intelligent investigation and 
inquiry. A prudent man will seek the ad- 
vice of independent and disinterested persons, 
and so might a corporate fiduciary when 
matters of grave importance arise. Care- 
fully preserve the reports of your experts, 
keep full minutes of meetings. They will 
be priceless if, years later, you are called 
upon to explain your conduct. The present 
personnel may be scattered; substantiating 
evidence will be obtainable only by research, 
if at all, and by the expenditure of con- 
siderable time and money. You may resort 
to retrospective appraisals for the purpose 
of proving values, but this is the poorest 
kind of evidence. 

o, 


2, 2, 
we 1 


The Union Bank and Trust Company of 
Los Angeles scored a gain of more than 7 per 
cent in net profits for the first half of the 
current year as compared with the last half 
of 1929. The election of Herman F. Hahn, 
vice-president of the bank, as a director is 
announced. 
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Vice-president, Bank of Italy National Trust and Savings Vice-president, American Trust Company, San Francisco, Cal 
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L. H. ROSEBERRY Chairman of the Board of the Seattle Trust Comp: 
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ORGANIZATION AND OPERATION OF A STATEWIDE 
TRUST SYSTEM 


WHAT THE BANK OF ITALY IS DOING TO POPULARIZE TRUST SERVICE 


WILLIAM T. CROSS 
Assistant Vice-president, Bank of Italy National Trust and Savings Association, San Francisco 





(Epitror’s Nore: 





The statewide trust system developed by the Bank of Italy in 


California, has ceased to be an experiment and has demonstrated new values of service 


which are 


peculiar to branch banking operation. 


The Bank of Italy trust system now 


embraces operations in 166 cities in California with a staff of 330 full-time employees, 
Mr. Cross, in his paper at the Pacific Coast Trust Conference, described the plan of 
operation, supervision, control, accounting and basis of compensation.) 


ILE virtue of the statewide trust system 
established by the Bank of Italy in 
California, lies neither in the number of 
offices nor in the present extent of operations. 
Our interests and objectives in trust admin- 
istration are the same as those of the sm:llest 
institutions functioning in this field, 

There are seven characteristics of our type 
of branch administration of trust 
think would be noted by a trust 
from a unit institution. These 
characteristics, as we intend to present them, 
pertain more to the statewide system of the 
Bank of Italy and that recently established 
by our sister institution, the Bank of Amer- 
ica of California, than they do to other 
branch banking organizations, in so far as 


business 
which we 
executive 


we have had opportunity to observe their 
practices, In general, however, we think 


they are signs of a recent tendency among 
all the branch banking institutions. 
The earmarks of our system are: 

1. It is planned for a large territory. 2. 
It is identified fundamentally with the prim- 
ary governmental unit, the State. 8. It brings 
trust service to the rank and file of people 
in all communities. 4. It administers trusts 
in the home town. 5. Its personnel is neces- 
sarily large and resourceful. 6. Its experi- 
ence is enriched through comparison of re- 
sults in 166 different communities. 7. New 
business is obtained through ordinary cus- 
tomer contacts of branch staffs. 


larger 


Operations Require Special Plan Because of 
Extensive Territory 

From Crescent City and Yreka, near 

the Oregon line, to San Diego and El Centro, 

near the Mexican border, we are serving with 

292 branches an area of 155,000 square miles. 

The pattern for our operations in San Fran- 


cisco, Los Angeles and other large cities has 
been drawn direct from the organization of 
trust work in metropolitan centers throughout 
the Country as it has been developed especially 
during the last thirty years. The linking 
up of those larger city offices under a single 
control and leadership, however, has been 
a novel undertaking, and for the extensive 
performance of trust functions in the smaller 
communities we have had no precedent what- 


soever. The amount of pioneering that has 





W. T. Cross 


Assistant Vice-president, Bank of Italy National Trust and 
Savings Association, San Francisco, California 











220 TRUST COMPANIES 


been required may be surmised from the cir- 
cumstance that in a large part of our active 
territory no other trust companies are oper- 
ating. 

Statewide trust service, in our experience, 
is a term that applies not only to a large 
number of population centers but also to 
people living in the smaller places and in the 
open country. Unit institutions in a general 
way offer their services in the administration 
of trusts that may originate anywhere within 
the borders of the state. Their effective 
appeal, outside the vicinity of their institu- 
tions, is quite limited. It is a different mat- 
ter to provide a field staff and a grouping of 
branches by _ districts and _ subdistricts 
throughout the entire state, so that trust 
service, in preaching and in practice, is 
brought to the doors of a large proportion of 
the population. 


Geographical Coincidence With the State 

Trust companies heretofore have been iden- 
tified with city areas, the outlying suburban 
and rural districts serving only irregularly 
as tributaries. Municipalities have little 
power or effect in relation to economic de- 
velopment or legislation. The dominant posi- 
tion of the State and the natural coherence 
of its population are recognized in legal the- 
ory, in the functioning of professional groups, 
and in the organization of various types of 
business enterprise. People move about with- 
in the State far more frequently than they 
do across its borders. They accumulate prop- 
erty, anticipating protection for themselves 
and for their heirs largely as a result of the 
legislative policies and governmental prac- 
tices of the State of which they are voting 
members. 


A statewide trust company, as a service 
organization, is in touch with people every- 
where within the boundaries of the state, is 
responsive to new needs as they develop, and 
is geared to the functioning of other agencies 
of statewide scope—to governmental depart- 
ments, to business corporations, to trade as- 
sociations, to better business bureaus, to 
the state bar association, and to numerous 
other state forces. Questions that arise in 
dealing with such groups can be met in a 
more intelligent way by a trust department 
that has widespread activities, as compared 
with local unit institutions. The statewide 
trust organization may be expected to prosper 
with the growth and prosperity of the state. 


Trust Facilities Available to Everyone in 
the Community 
No business is declined because of its 
smallness if reasonable minimum fees for 


acceptance and for administration are paid. 
The idea of “trust service for the people” 
is beginning to be advocated by leading rep- 
resentatives of trust companies throughout 
the country. This is the outcome of more 
than ten years of steady advertising, both 
national and local. People generally are be- 
coming predisposed to the use of corporate 
trusteeship. They are either lenders or bor- 
rowers on deeds of trust, or purchasers of 
city lots under subdivision trusts; they are 
owners of securities involving reliance upon 
trust companies as trustees, as registrars, or 
as transfer agents; or they are dependent 
directly or indirectly upon the functioning 
of trust departments in the conservation and 
management of personal estates. The use of 
corporate trusteeship is the prevailing style. 

While we endeavor to discriminate in the 
acceptance of business, from the standpoint 
of reasonable compensation to the bank, the 
public will never get the impression from the 
practice of the advertising of the Bank of 
Italy that trust companies are interested only 
in the estates of wealthy people. We prefer 
to have the entire community responsive to 
the suggestion of fiduciary service under ap- 
propriate conditions. They have been ac- 
customed for generations to the use of com- 
mercial banking facilities. When this atti- 
tude of familiarity has been extended to the 
trust department, there will be a distinct 
advantage to institutions of the branch bank- 
ing type. 


Administer Trusts Where Business Originates 

This administrative decentralization, under 
a system that is known for its concentration 
of general executive control at the head 
office, is one of the most individual features 
of our plan. It had its beginnings in the 
early idea of Mr. A. P. Giannini that bank 
service should be made useful to the general 
community through numerous branches lo- 
cated wherever they are needed, in the man- 
ner of post offices. From the standpoint of 
developing new business, and in general of 
maintaining sound relations with clients, 
the general public, and the legal profession, 
it is clearly advantageous for us to adminis- 
ter our trusts “at short range’ from the 
client. It has the appeal of a window demon- 
stration. The public sees the processes. As 
the number of our trusts mounts into the 
thousands, we expect to gain in the quality 
of administration through the corrective in- 
fluence of this local observation. 


It is possible to organize and equip a staff 
that is capable of functioning efficiently, on 
the level of intelligence that has been reached 
in the work of metropolitan institutions, in 


me) 
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We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service, based on 
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dealing with John Doe, the client, and with 
his property in trust at Yreka, nearly 400 
miles away from our head office at San Fran- 
cisco? We think it is, and that we are dem- 
onstrating the possibility, largely because 
we have not pondered over long on the ob- 
stacles. Our answer to the question here 
raised may appear in the remainder of this 
description of our system. In the larger 
cities, trust department administration, ex- 
cepting escrow service, is concentrated at one 
or more of the leading branches. In rural 
districts there is a tendency toward concen- 
tration in our administration of decedents’ 
estates at county seats. In general, in hand- 
ling all types of trust at distant branches, 
we have not met with the difficulties which 
many experienced trust men imagine. 


Nature of Organization 
Our success in administering trusts in the 
city of origin has been due in large measure 
to the adoption of three devices in the nature 
of organization as follows 
The standardization ‘of accounting and 
procedure and the centralization of control 
by head office. 


A very active plan of education for the 
general bank staff and for new full-time em- 
ployees of the trust department. 


3. The districting of the entire State, so 
that every branch is subject to constant, 
short-range supervision by a versatile and 
experienced trust officer. 

Our districts constitute natural economic 
areas, the largest city in each instance being 
designated as headquarters for the trust 
supervisor. At the present stage of develop- 
ment, our plan may be described as a district 
System. The functioning of the Bank of 
Italy trust district supervisor is a novelty. 
He is a circuit rider, like the judges and the 
evangelists of colonial days, though he drives 
an automobile and carries a modern mes- 
Sage. The services of district supervisors are 


beginning to be supplemented through the 
appointment of district trust examiners. 


Code of Administrative Practice 

An indication of the stage we have reached 
in accounting and procedural control is the 
trust section of our general bank rule book. 
This code of administrative practice has been 
compiled recently from official circulars orig- 
inally issued to branch managers. It treats 
of subjects such as the following: District 
organization, officers’ authorization to sign, 


staff organization, custody of securities, ac- 
counting for earnings and expenses, trust 


records, reports to district headquarters and 

head office, private trust operations, rec- 
ords, fees, court ‘trust operations, records, fees, 
escrows, wills and business extension activi- 
ties. 

We have had to test out and assort many 
processes, in deciding whether they should 
be managed by local branch officers, by dis- 
trict headquarters, or by head office. Our 
purpose in the long run is to delegate maxi- 
mum authority, in the administration of 
trusts, so well-equipped staffs in various lo- 
ealities in which there is an appreciable 
amount of trust business. 

Among the general functions of Head Office 
which are likely to continue indefinitely in 
the future are the following: Investment 
management, accounting and procedural con- 
trol, personal management, staff organiza- 
tion and training, publicity, public relations 
and advertising, planning and direction of 


new-business effort, legal supervision and 
control, financial control and planning. 
Unique Personnel Situation 
The organization of trust service on a 


statewide basis, in our experience, has con- 
sisted primarily in assembling an efficient 
staff and in correlating the work of its in- 
dividual members. Our present staff con- 
sists of 330 full-time employees functioning 






































































2 


2 





at 44 branches. 
are engaged 


Approximately 50 of these 
in supervisory work or other- 
Wise are subject to call outside their cities 
of residence, Surrounding this full-time group 
are several hundred general bank employees, 
including many branch managers and other 
executives, who have gained a considerable 
knowledge of trust functions and familiarity 
With operating problems, either through deal- 
ing with the public in this field or through 
accounting for trust The work of 
part time and junior staff members is ar- 
ranged so that important decisions and con- 
tracts are made by experienced trust officers. 
This outfit of specialized and semi-special- 
ized personnel is an outgrowth from a much 
simpler situation a few years ago, when 
there were only fifteen or twenty full-time 
trust employees at a half dozen points, when 
there was no conception of trust functions 
among the general bank staff. and when we 
were only beginning to make up our minds 
to engage in a general campaign of educa- 
tion to “take the Mystery out of trust service.” 


assets. 


AS a means of mobilizing the general bank 
staff of approximately 5,000 officers and other 
employees, our trust department 
gaged in educational work on an 
cented seale. 


has en- 
unprece- 


Under Common Relationship and Control 


While an outstanding feature of our state 
wide plan is the decentralization of trust 
management by districts, there is a more de 
cided contrast with unit bank administration 
in respect to the great number Of individual 
administrative units at local branches whieh 


«re associated under a common relationship 
and control. 


One of the chief values of corporate trust 
service lies in the accumulation of experience 
in the management of property under differ- 
ent types and circumstances of fiduciary 
designation. Information concerning new ex- 
periences and new Working plans is dissem- 
inated among the fraternity of trust men in 
our system through informal] correspondence, 
through circular letters from Head Office, 
through staff meetings and educational cour- 
Ses, and primarily through quarterly ¢on- 
ferences of trust district Supervisors. The 
association of key men in our fourteen dis- 
tricts is a remarkable clearing house of ad- 
ministrative ideas, 


How New Trust Business is Secured 
Those who have had experience in branch 
banking institutions, we think, will 
that there is no finer aggregation of 
fisted, out-door-minded bankers, 
with their clients and with 


agree 
two- 
acquainted 


local business 
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conditions, as 


Well as 
side of banking, 
nel of branch managers in California. 
Bank 


With the technical 
than exists in the person- 
The 
of Italy has paid some attention to 
professional solicitation of trust business, and 
in a limited way has engaged in direct ad- 
vertising. Such methods. however, have been 
completely subordinated to the plan of origi- 
nally contracting new business through 
branch staffs, working under the guidance of 
trust district supervisors. 

In the field of new business activity, as 
in that of trust administration, an advantage 
lies with the bank of many branches. Our 
292 branches are natural rivals in attaining 
hew goals in volume of trust business. Every 
six months we circulate a list showing the 


standing of the fifty highest branches in 
the ratio of wills on file to the number of 
commercial deposits. You should see the 


scramble for places! 


Not as a boast, but as an evidence of the 
effects of our state-wide plan in the develop- 
ment of new and of the need of 
corporate trust service in places in which 
heretofore it has not been availabie—we add 
the statement that the Bank of Italy is being 
designated for service under Wills more fre- 
quently than any other institution in the 
United States. Approximately one-tenth of 
the total number of designations last 
as reported by the American 
ciation, was in wills 
branches. 


business 


year, 
sunkers Asso- 
deposited at our 


The trust departments of the larger unit 


institutions in the United States are like 
the modern bank buildings in New York 
City—they reach skyward. in respect to con- 


tinuous service to important clients from 
generation to generation. and they are set on 
deep foundations of age and tradition: but 
they are built on narrow lots. By way of 
contrast, the trust state-wide 
branch banking institution is a broad struet- 
ure. It gets its stability from the spread of 
activities into hundreds of communities. It 
is buttressed and bound together by many 
relationships that not exist in unit in- 
stitutions or in branch systems served by 
a few trust officers. With thoughtful man- 
agement, this kind of structure also, we are 
convinced, may stretch skyward with the 
years in its record of continued service to 
its clients. 


business of a 


do 
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L. J. Tobey, assistant comptroller of the 
Bank of America of California, Los Angeles, 
has been elected to the board of governors 
of the California Association of Bank Audi- 
tors and Comptrollers. 
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HOW TRUST COMPANIES ARE MEETING THE NEED 
FOR TRAINED TRUST PERSONNEL 


RESUME OF EDUCATIONAL PLANS DEVELOPED BY VARIOUS INSTITUTIONS 


G. ELMER JENNINGS 
Assistant Trust Officer, Wells Fargo Bank & Union Trust Company, San Francisco, Cal. 





(I-pIToR’s NOTE: 





The rapid increase in volume of trust business and the establish- 


ment of many new trust departments has created a need for more systematic training 


of the trust personnel. 


Among progressive trust companies and 


banks on the Pacific 


Coast group of states this problem is being successfully solved by the introduction of 
study classes and efforts whereby complete coordination with all other departments is 


secured. 
Trust Conference at Seattle.) 


LI. trust department activities are 

somewhat standardized, and a uni- 

form system of education may to a 
considerable degree be applicable to all or- 
ganizations, yet we all realize that each in- 
stitution has its own problems which are pe- 
culiar to itself. The problems confronting 
the unit bank in the education of its trust 
personnel is not the same as that which is 
experienced by the branch bank. There is, 
no doubt, considerable variation in regard 
to questions of policy, cooperation with mem- 
bers of the Bar, compensation, ete., for which 
different methods of treatment are prescribed 
by each institution, and because of these dif- 
ferences, the course of training must vary 
accordingly. 

Trust education is most important to all 
trust organizations irrespective of the fact 
that some trust companies may feel the 
need of adopting an educational program less 
actually than others. To the uninitiated, all 
trust companies are the same and if a trust 
client receives inefficient service, which is 
the result of poorly trained personnel, he or 
she will feel this same service may be ex- 
pected from all trust organizations. It is es- 
sential therefore, that due consideration be 
given to this problem irrespective of any 
organization’s individual requirements, so 
that the chill winds of the public disfavor 
and lack of confidence may not be felt by all. 

Probably the best contribution that can be 
made to this subject is to describe briefly the 
methods of training and educating the trust 
personnel as developed by a number of banks 
and trust companies in the Pacific Coast 
group of states. 


Segregation of Classes 
The United States National Bank, Port- 
land, has conducted for the past five years a 


The following paper was presented at the recent Eighth Regional Pacific Coast 


course for the employees of its trust depart- 
ment. The meetings are held each morning 
from 8.50 to 9, and continue throughout the 
year, with the exception of Saturdays and 
the vacation period. Last year the course 
was changed in order to provide for the 
segregation of the classes into trust units. 
Kach division is instructed in the particular 
duties of its department. Classes are con- 
ducted by the officer in charge of that unit. 
A comprehensive reference library has been 
established and all employees are encouraged 
to make free use thereof. This training is 
exclusive of that which is given for the bene- 
fit of trust salesmen. The Prentice-Hall 
course is being used in the training of their 
trust contact and sales force. 


Courses Given by Los Angeles Institutions 

Some of the trust courses given by Los 
Angeles Institutions are as follows: The 
Title Insurance & Trust Company gives a 
short and intensive course, consisting of 
three half-hour weekly sessions. The object 
thereof is to familiarize the employees of 
the other departments with the scope and 
functions of the trust department. A copy 
of the lectures, which are most complete and 
cover all trust and title insurance activities, 
is printed and furnished all new employees. 

The California Trust Company offers an 
elementary course to the personnel of the 
entire organization. Textbooks are used, to- 
gether with a course of lectures, which leec- 
tures are given by the various heads of the 
organization. The sessions commence at 4.30 
in the afternoon and continue for an hour 
and a half. The talks are limited to 50 min- 
utes, and the remaining time is devoted to 
a discussion of the points covered by the 
preceding lecture. Senior and junior offi- 
cers of the bank attend weekly lectures, each 
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session lasting two hour. These courses are 
not limited to members of the trust depart- 
ment, and have for their primary object, the 
development of new business through the 
education of the officers and employees of 
the bank as a whole. 

The Security First National Trust & Sav- 
ings Bank has adopted a comprehensive and 
concrete plan of instruction, in that selected 
individuals are given intensive training 
through the medium of a special course of 
lectures and study, which involve consider- 
able research work on the part of the stu- 
dent. Members are then placed in different 
units of the trust department in order that 
their theoretical knowledge may be given the 
opportunity of practical application. The stu- 
dent is then assigned to that particular unit 
in which he shows the most aptitude. 

The Citizens National Trust & Savings 
sank has a course of instruction which lasts 
for six consecutive weeks and consists of 
lectures held in the evening—commencing at 
seven o'clock and lasting for approximately 
two hours. Meetings are presided over by 
one of the assistant trust officers, who in- 
formally discusses the function of his par- 
ticular division for ten or fifteen minutes. 
One of the senior members of his department 
delivers a talk lasting not more ‘than an 
hour and a half, on some phase of his par- 
ticular duties, and the remaining time is 


given over to asking and answering ques- 


tions. A multigraph outline of each lecture 
is distributed to those present, and where 
an outline is not feasible, the entire lecture 
is multigraphed for distribution. 


Educational Activities in San Francisco 

Following is a descriptioa of the activities 
of some of the San Francisco trust compa- 
nies: The American Trust Company has a 
novel educational plan. It conducts each 
year a series of three to five meetings, ex- 
planatory of trust department activities. The 
meetings are voluntarily attended by the per- 
sonnel of the entire organization. The first 
lecture gives an historical review of the 
trust department. The second meeting is 
conducted as a moot court, depicting the 
legal steps taken in the administration of an 
estate. The third session consists of motion 
pictures showing the procedure taken in set- 
ting up a life insurance trust. The fourth 
and fifth meetings pertain to the activities 
of the new business department and the 
methods which they use in selling to the 
public, trust department ideas. 

The Bank of America of California fa- 
miliarizes its employees with the fundamen- 
tals of trust service by the distribution of 
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printed matter and by district meetings held 
by representatives of the trust department 
for the purpose of discussing certain phases 
of this service. Open discussions are en- 
couraged, and the results obtained have been 
most satisfactory. 

The Bank of Italy National Trust & Sav- 
ings Association has adopted a most thor- 
ough and comprehensive course of trust edu- 
‘ation. A question-and-answer course has 
been used extensively and has been made up 
largely from questions which have originated 
in the meetings of their district groups. Six 
conferences make up the course. Meetings 
last for one hour and a half and are held 
weekly. A multigraph questionnaire is used, 
accompanied by brief answers to the ques- 
tions asked. These courses are not restricted 
to trust employees but are open to all mem- 
bers of their staff. No examinations are 
given and no attendance records are kept. 
The case method of instruction is also used 
and has been found to be most efficacious. 

In our institution the Wells Fargo Bank & 
Union Trust Company we are planning two 
distinct courses of instruction: The first 
course will consist of approximately ten lec- 
tures of one-half hour each, which will be 
given weekly. This course will be in the 
nature of a narrative and will be conducted 
by our new business department. It will be 
open to all members of the bank, irrespec- 
tive of the department with which they are 
affiliated. The purpose of the course, briefly, 
will be an attempt to stimulate the imagina- 
tion of the employees of the other depart- 
ments of the bank, with the hope that by 
familiarizing them in a somewhat cursory 
way with trust department activities, thev 
may recognize and take advantage of the 
many opportunities for new trust business 
which daily comes up in their own depart- 
mental work. The new business department 
will conduct this course, they being trained 
in the art of narrative, and it is presumed 
that the results will be more successful thaa 
if the course had been given by one trained 
in the technicalities of the department. 


Subject Matter of Course 

The other course about to be given to 
members of our trust organization, will con- 
sist of approximately twenty-five lectures, 
which will be given weekly and will be of 
one hour's duration. <All technical operations 
of the trust department will be covered by 
this course. It will be in the nature of a 
continuation of the American Institute of 
Banking course. As the lectures progress, it 
is expected that the junior members of the 
department will lose interest, but the course 
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will be continued with the senior members 
of each trust unit. Examinations will be 
given and an attendance record maintained. THE officers of this trust company 
The subject matter of the course, in addi- give assurance of prompt and efficient 


tion to the technical treatment of the trust attention to any business referred to us. 
operations, will also cover the following: ¥ 


(1) Matters pertaining to the institution’s ° 
policy, insofar as it relates to the operations Columbia Trust Company 


of the trust department. SALT LAKE CITY 
(2) Activities of the public relations de- 


ar : 4 articular regar o the con- FRANK_ ag oo. seca sisierg atre te President 
pes sane at, ™ at h partic ul line 5 rd U t 7 : NSES |G. TALE... 2305 Vice-president and Secretary 
sideration of the relations of the institution SeTe .PPETON Go oiscs 5 Vice-president and Cashier 

eats . wees ° > laos ‘nfacat ¢ S. E. WILLIAMS.............. Assistant Cashier 
toward members of the legal profession, and ~ Sa anna * " fsslshats Seamus 


the efforts which are being made to cooperate 
with the attorneys to alleviate the present 
attitude of quasi hostility. : : . - ay 
2\ mp : preceding session. Mid-course examinations 
CB) SAE: BONE, 1 iven, as well neral review prio1 
; : ‘ are given, as well as a general review prior 
(4) Study of the setup of each department : ; a seit : 1 
: ine ne a _ to the final examination. The preliminary 
unit, with a view of effecting such changes . : ; 
: ; : examinations are prepared by the local in- 
as may result in a more economical and effi- 








: a structor, while the final examinations are 
cient operation. - ° = . ; 

prepared by the New York Educational Com- 

Facilities Provided by the A. I. B. mittee. “Trust Functions” gives the student 


While the foregoing may in a measure pos- a fairly comprehensive knowledge of the 
sess considerable merit, it would be falla- functions of a trust department, as well as 
cious to presume that the trust department an historical knowledge of the development 
personnel may be trained to that desired de- of trust and trust companies in America. 
gree of efficient performance of their respec- The 
tive duties through the medium of a course 
of lectures or a short study system. The 
educational program must be sustained even 
though it is deemed advisable to hold con- 
ferences rather than give lectures—confer- 
ences with the senior members of the staff 
where each may participate freely in dis- 
cussing matters of policy, both as to present 
and future business. 

It is most obvious that we must look to 
the American Institute of Banking as the 
educational pioneer, for a solution of this 
problem. The San Francisco Chapter of the 
American Institute of Banking first gave a 
course of instruction in trust functions in 
1925, the attendance approximating 140. 
Since then, a course has been given each 
vear, the average attendance being 50. Simi- 
lar courses have been given in Seattle, Port 
land and Los Angeles with gratifying results. 
It is reported that over 1,600 persons have 
enrolled during the past year in the course 
of trust functions. It is to be regretted that 
this course is available only in the larger 
cities, but this problem may be solved if the 
district groups in all smaller communities 
agree upon a common meeting place and con- 


American Institute of Banking has 
published a textbook entitled, ‘“‘Trust Func- 
tions.” It has also published a most com- 
prehensive questionnaire and study outline, 
together with a list of supplementary refer- 
ence works, which are all a part of the 
course. It has been suggested that two 
courses be given by the Institute;—a prelim. 
inary course to be given for junior members 
of the organization, and an advanced course 
for the senior members, which advanced 
course shall be in the nature of a eriterion 
as to the qualifications of the individual; 
that the member who successfully completes 
both tests may be deemed to possess that de- 
gree of knowledge which should be charac- 
teristic of every senior trust employee. 








Most trust organizations have met with 
difficulty in obtaining experienced trust em- 
ployees to meet their constantly expanding 
needs, and it is only through the medium of 
the Institute and through such encourage- 
ment aS we may give that its educational 
program may keep apace with their constant- 
ly increasing demands. Certain publishing 
companies have also made available a trust 
educational course. A New York concern 
ae ao, F aa presents a course which, however, is de- 
gp Pcaghivesiny Piscine salad rey signed primarily for the training of trust 

oor ie tig pie gas eas officers. AS a valuable aid, we should not 
See eee see see, tase unnoticed the Interesting and Sastre 

i x cae * tive articles appearing in Trust COMPANIES 
and the remainder of the period is given over Magazine. 
to a discussion of matters covered by. the 
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Bank can serve you. 


“THE CHALLENGE OF THE NEXT 
DECADE” 

The Financial Advertisers Association is 
preparing to stage a convention and exhibits 
at Louisville, Ky., September 17th to 20th, 
which promises to outpoint all previous na- 
tional powows among bank and trust com- 
pany advertising men. The ringing keynote 
of the forthcoming convention will be “The 
Challenge of the Next Decade.” It is bound 
to set the imagination going and give new 
impulse to creative faculties. An interesting 
innovation is the division of departmental 
sessions, not as previously according to types 
of service, but according to size of institu- 
tions represented. The idea is that the big 
institutions and the smaller institutions have 
their own peculiar problems which they pre- 
fer to discuss among themselves. 


The program of the convention is in the 
skilled hands of H. A. Lyon of the Bankers 
Trust Company of New York, which is in 
itself an assurance of a “special extra’ 
east of dramatis personae. The exhibits, 
which will be bigger and better than ever, 
are in charge of Jacob Kushner, assistant 
secretary of the United States Trust Com- 
pany of Paterson, N. J. “Pres” Reed, the 
able executive secretary, will handle all other 


LOS ANGELES 


\WW/ HEN a Banker has valued customers leaving for Southern 
California, he will do them a favor by giving them letters 
of introduction to Security-First National Bank. 


With Resources exceeding $500,000,000; with more than 
700,000 depositors; with many branches throughout Los 
Angeles, and in sixty-two communities from Imperial 
Valley on the South to Fresno and San Luis Obispo on the 
North...this is the dominant financial institution of the 
southern part of California. 


A large, highly organized and very efficient Trust Department; 
an Investment subsidiary...Security-First National Company; a 
Department of Research and Service, joined with a complete 
Banking service at every Branch, make this the Institution to 
employ as your Pacific Coast connection in every way any 


ECURITY-FIRST NATIONAL 
BANK OF LOS ANGELES 


matters except the local entertainment, which 
is to be done up in true Kentucky style by 
local Louisville committees. No progressive 
bank or trust company should fail to send its 
advertising and new business experts to this 
convention as a matter of yielding big divi- 
dends for trifling expense incurred. 





GROWTH OF WACHOVIA BANK AND 
TRUST COMPANY 


Since 1921 the resources of the Wachovia 
Bank & Trust Company of Winston-Salem, 
N. C., which has offices in five of the leading 
centers of that state, have doubled from 
$23,926,000 to $46,308,683. This does not in- 
clude a large volume of trust funds and 
assets under administration. Deposits amount 
to $40,308,000; capital, $2,500,000; surplus, 
$2,000,000, and undivided profits, $943.41S. 

At a recent quarterly meeting of the board 
of directors, Christopher G. Memminger was 
elected to membership on the board of 
managers of the Asheville office. Mr. Mem- 
minger is a mining engineer of outstanding 
ability and accomplishment. For some years 
he has been engaged in the phosphate min- 
ing industry in Florida, and his business 
connections extend over a considerable part 
of this country and Europe. 
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HANDLING OF ESCROWS AS A GOOD WILL FACTOR 
FOR BANKS AND TRUST COMPANIES 


DEVICE DEFEATS DEATH AND DEFIES CHANGE OF CIRCUMSTANCES 


REED E. HOLT 
Assistant Trust Officer, Walker Brothers Bankers, Salt Lake City, Utah 





(Epiror’s Nore: Reed Holt, in his paper presented at the Pacific Coast Trust Con- 
ference in Seattle, develops a strong argument for the installation of efficient and intelli- 
gent escrow service, particularly in fostering good will and resultant increase in business 


from satisfied customers. 


He emphasizes the value of an escrow department for the 


country banker as a means of meeting competition from chain and branch banks.) 


HE length of time for which a device 

is used is a good criterion of its value. 

Methods of doing business which are 
complicated and uncertain in their operation 
are soon laid aside; those which are certain, 
simple and safe persist until methods more 
certain, simple and safe are devised to take 
their places. Judged so, the escrow imme- 
diately demonstrates its great value among 
ways of doing business. It has been used 
for a very long time indeed. 

Sheppard’s Touchstone is one of our an- 
cient legal authorities. In that work (59) 
we find an escrow defined in language so 
clear that it is constantly quoted. Coke’s Lit- 
tleton (36a), which is about as old as 
Shakespeare, is frequently cited for the law 
of escrows, and the rules laid down there 
are far older than the work itself. Since 
these men of old lived and wrote about es- 
crows, methods of government have been 
revolutionized; great empires have disap- 
peared from the face of the earth; our own 
country, with its whole system of law, has 
been established and has grown to the great 
position of power and influence which it now 
occupies. Throughout all of this lapse of 
time and change of circumstance, the escrow 
has persisted in common and daily use, es- 
sentially unchanged. There is no more con- 
spicuous demonstration of the value of a 
device in the history of our law. So per- 
sistent has this method of doing business 
been, that we can, for the purposes of this 
discussion, adopt the definition found in 
Sheppard’s Touchstone (59). It is this: 

“The delivery of a deed as an escrow is 
said to be when one doth make and seal a 
deed and deliver it unto a stranger until cer- 
tain conditions be performed, and then be 
delivered to him the deed is made to 


take effect as his deed. And so @ man may 
deliver a deed, and such delivery is good.” 
When we come to analyze this definition 
we see at once that it is not a rule of sub- 
stantive law. It does not declare what are 
the rights of any man in any circumstances. 
What it does is to describe a way in which 
business may be conducted. Let us examine 
it for a moment to ascertain in what the 
value of this way of doing business consists. 


Demonstrates Value of the Escrow 

A deed, to be effectual, must be not only 
executed—it must be delivered as well. With- 
out both execution and delivery it is wholly 
inoperative. Very frequently circumstances 
exist in which it is highly desirable that a 
deed shall become effective if something is 
done in the future. The one alternative is 
equally important with the other. If the 
grantee does what he is required to do, it is 
vital to him that he have his deed; if the 
grantee fails to do what is required of him, 
it is just as vital to the grantor that the 
grantee do not have the deed. Moreover, 
both the grantor and the grantee are highly 
concerned that the transaction be consum- 
mated simply, safely and certainly; that 
there be no delay, no complicated legal pro- 
ceedings, that death or incapacity shall not 
intervene to hinder or defeat the plan. In 
short, both parties would, so far as it is 
humanly possible, make the future as cer- 
tain as the present is. It is in these circum- 
stances that the escrow has demonstrated its 
value throughout the centuries. 

The grantor executes his deed and deliv- 
ers it to a stranger, with instructions to 
make a second delivery to the grantee upon 
the happening of a specified event or the 
doing of a certain thing. The deed is not ef- 
fective. It has, to be sure, been executed by 
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the grantor, and the grantor has, so far as 
he is concerned, made a sufficient delivery, 
for it is no longer in his hands or his con- 
trol. If the grantor dies, or becomes men- 
tally incompetent, or if he gets married, 
which for the present purpose. amounts to 
much the same thing, for either insanity or 
marriage might defeat the plan, if any of 
these things, or nearly any other conceivable 
thing happens to the grantor, the bargain 


goes forward, unhampered and undelayed. 
The grantor, having performed all he is 


legally required to do, is no longer impor- 
tant to the transaction. The grantee is safe 
from the human frailties as well as from the 
dishonesty of the grantor, 

But the grantor also is safe. Under the 
instructions given to the escrow holder. the 
deed is not to be delivered until those things 
Which the grantor desired are accomplished. 
A delivery, without the accomplishment of 
those things, is generally not effectual, and 
moreover, if the Stranger, the escrow holder, 
makes an unauthorized delivery, he is liable 
to the grantor. 


Role of the Escrow Holder 

Obviously the réle of the escrow holder, 
who is sometimes. himself, called the escrow, 
is most important. If he should die, or be- 
come mentally incompetent, here would be a 
cause of delay and trouble. It is important 
to select, to hold the escrow, one who will 
live throughout the business and remaiu 
legally competent to act. Corporations do 
not die, nor, whatever the fact may be, do 
they in the eye of the law become mentally 
incompetent. Naturally corporations are the 
most desirable of escrow holders, and of all 
corporations, banks and trust companies are 
the best equipped. They are financially re- 
sponsible; they are authorized to transact 
such business and are experienced in it. A 
delivery which such an institution is di- 
rected to make under specified circumstances 
is certain to be made, and it is equally cer- 
tain not to be made if the specified happen- 
ing does not occur. So it is that the escrow 
makes for simplicity, certainty and safety in 
business. It is a device that defeats death 
and defies change of circumstance, Herein 
lies its value, and the reason why it has per- 
sisted and will persist for centuries in the 
daily routine of business. 

While in the foregoing, the matter of a 
deed has only been mentioned with reference 
to escrows, much might be said about the 
variety of transactions other than the deed 
to which the device is applicable. Originally 
it was applied to instruments for the con- 
veyance of land, but is now applied to all 
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Written instruments so deposited. It has 
been held to include both sealed and un- 
Sealed instruments, as mor gages and re- 


leases thereof, bonds. promissory notes, con- 
tracts for sale of property, concessions, gen- 
eral releases of causes of action, life insur- 
ance policies, licenses for the use of patents, 
certificates of stock, or subscriptions to stock. 
Money deposited in a bank to be held until 
the performance of a condition has been 
treated as deposited in escrow, although this 
is contrary to the generally accepted or com- 
mon-law meaning of the term as “it has been 
extended to written instruments generally, 
but not to deposits of money or of receipted 
bills.”—Glendenning us. Stayton (Mont.) 179 
p. S17. 

The necessity of having such a 
an escrow 
ness of 


device as 
in order to consummate our busi- 
today is apparent. Why = then 
shouldn't our banking institutions and trust 
companies provide the best in service in han- 
dling such transactions? Is it not true that 
hanks depend upon business for their exist- 
ence? Doesn't it naturally follow that they 
should be equipped to handle the require- 
ments of their trade? 


Must Be Efficiently Handled 

It is my opinion that every bank and trus: 
company should be equipped to handle es- 
crows, and to handle them intelligently or 
it may prove extremely costly. I have heard 
the theory advanced many times, especially 
With respect to smaller institutions, that it 
would be better to lenye alone the matter of 
handling escrows, and thus avoid the risks 
and responsibilities assumed in handling 
them. I am in accord with this theory only 
in the event that an institution cannot han- 
dle them intelligently, and by this I mean 
that the institution must have in its per- 
sonnel some one who understands fully what 
an escrow is and the responsibilities and 
accompanying liabilities his institution as 
sumes in acting as an escrow holder. 

Banking today, due to our more 
cated economic structure, and which is bhe- 
coming more complicated day by day, must. 
in order to succeed, have intelligent adminis- 
tration. The utter indifference with whic 
escrows are handled by some institutions 
usually those who do not have trust depart 
ments, is bound to lead to trouble sooner or 
later. 


compli 


With Respect to Fees 
As a general rule, with respect to the ma: 
ter of fees received, escrow departments are 
a losing proposition. We conduct our escrow 
department at a loss and yet consider it pays 






























in the good will and in-the service it ren- 
ders to our customers, and in the business 
it brings to our institution and to our trust 
department. The opportunities for service 
in an escrow department are many. When- 
ever an escrow is left with you, there are in 
most transactions brought in, at least one 
or two new parties, people who sit down with 
you, discuss their cares and troubles and 
their problems with you and welcome your 
advice. They are guided in their entire trans- 
action by what you tell them. Here is where 
intelligent handling of an escrow is para- 
mount. If you advise them properly and 
have in your employ men who @¢an instill 
confidence and are worthy of the confidence 
of your customers, you are making friends 
for your institution. 

If you do not have properly trained em- 
ployees who thoroughly understand the pur- 
pose or purposes of escrow transactions and 
how they should be handled, it would be bet- 
ter not to handle them, as it is necessary 
that at all times we give customers intelli- 
gent and advice. There is no one 
thing I know of that will lose a customer's 
good will quicker than to give him misinfor- 
mation or to make a mistake in handling a 
transaction for him. In accepting any type 
of business for which we receive a fee, we 
hold and are consid- 
ered in effect, experts, qualified to act. Ac- 
cordingly we are held to a higher degree of 
accountability for the intelligent perform- 
ance of the duties required of us in trans- 
acting such business. While the 
customer's good will is a serious matter, 
mistakes of commission or of omission in 
the handling of escrows often lead to finan- 
cial loss for your institution. None of us 
cire for lawsuits and the attendant un- 
wanted publicity and advertising of a derog- 
autory nature that usually goes hand in hand 
With them. 


More than ever before the small country 
banker is now required to extend his serv- 
ices in order to retain his customers. He 
has to meet the competition of the chain and 
branch banks. Present day means of com- 
munication and travel make it very conve- 
nient for people living in the country or 
smaller towns to deal with the larger banks 
in urban centers. It is my opinion that the 
country banks should handle escrows. I feel 
that the device is really akin to banking as 
distinguished from trust service. It is true 
that the handling of escrows requires con- 
siderable technical knowledge, but doesn’t 
the. country banker have to deal with the 
laws concerning real estate, and written in- 


service 


ourselves out as 


loss of a 
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struments in taking care of his strictly bank- 
ing transactions? 

Reverting to the matter of fees. From the 
very nature of escrow transactions, the fees 
received from them are usually small. Vol- 
ume, or the lack of it, usually is the reason 
why an escrow department pays or does not 
pay in the matter of dollars and cents. In 
conclusion, I wish to state that it is my firm 
helief that the escrow department is of great 
value. From their very nature and the rea- 
sons for which they exist, escrows are par- 
ticularly akin to banks and trust companies. 

Re fe & 

GAINS BY LIBERTY BANK OF BUFFALO 

Substantial gains are recorded by the Lib- 
erty Bank of Buffalo which reports resources 
of $112,423,000 and deposits of $94,266,000, 
the latter total representing a gain of over 
four millions since the first of the year. 
Capital is $5,000,000; surplus and undivided 
profits, $11,399,336. 


Mark Bartlett, who has been connected 
with the business development work of the 
Hibernia Bank & Trust Company of New 
Orleans, has accepted a position with the 
North Carolina Bank & Trust Company of 
Greensboro, N. C. 
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OKLAHOMA’S BIG BANKING GROUP 

When Edna Ferber penned her latest best 
seller “Cimaron” which vividly traces the 
miraculous rise of Oklahoma from barren 
prairies and Indian reservations to become 
one of the richest states in the nation, she 
overlooked the dramatic materials offered by 
its banking development as well as those 
attending the discovery of oil. In terms of 
years Oklahoma is a stripling, but in rearing 
up fine big banks and trust companies, keep- 
ing pace with the most progressive in the 
country, it is entitled to a seat among cities 
that have had many more years to grow and 
become populous. 

Tulsa is financial leader of Oklahoma 
cities. Among the banking institutions of 
that city the outstanding institution is the 
Exchange National Bank and its affiliate, 
the Exchange Trust Company. Under the 
talented guidance of Harry H. Rogers, these 
institutions have waxed prosperous and now 
form the central arch of a group of associ- 
ated Oklahoma banks with combined re- 
sources of over $108,000,000; deposits, $63,- 





000,000, and capital structure of over ten 
millions. The recent tenth anniversary issue 
of “The Exchange Spark,” the house organ 
of the Exchange Bank, dwells upon the con- 
trast a decade ago when resources amounted 
to thirty-eight million and capital investment 
$3,168,000. 


FIRST NATIONAL BANK OF MOBILE 

The First National Bank of Mobile, Ala., 
reports total resources of $20,875,000, depos- 
its of $16,781,212; capital, $1,000,000; sur- 
plus, $1,500,000, and undivided profits, $216,- 
018. The affiliated First Securities Company 
reports assets of $663,612 with capital and 
undivided profits of $180,872. The senior offi- 
cers are: D. P. Bestor, Jr., president; 
L. LeBaron Lyons, vice-president; J. W. 
Woolf, vice-president and cashier; H. A. 
Pharr, vice-president and trust officer. 


The Weehawken Trust & Title Company of 
Union City, N. J., reports resources, $11,071,- 
465; deposits, $8,792,000; capital, $1,000,000 ; 
surplus and undivided profits, $1,000,000. 
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SOME DRAWBACKS IN ACCEPTING APPOINTMENT AS 
CO-EXECUTOR OR CO-TRUSTEE 
SUGGESTED PROTECTIVE CLAUSES IN WILLS 


A. L. GRUTZE 
Vice-president and Trust Officer, Title and Trust Company, Portland, Oregon 


HE subject of co-executorships and 

testamentary co-trusteeships has been 

of particular interest to me for several 
years on account of actual experiences in our 
own office. In one instance there was an in- 
dividual named as one of the co-trustees. 
The only thing he ever did in the estate 
was to object to every investment made be- 
cause we did not put everything into United 
States Government bonds. The estate is not 
large enough to so invest the funds to avoid 
federal income taxes. 

In another case fully three-fourths of the 
time spent by our staff on the estate has 
been in explaining to our co-executor and 
co-trustee just what it was all about. We 
have practically had to give our co-appointee 
a full trust officer’s training. These are just 
two examples. 

Trust companies hold themselves out to 
efficiently and expeditiously administer and 
manage estates and trusts, but the minute 
you accept a co-appointment, are you not 
tying your hands to prohibit yourselves from 
doing the very thing that you advertise and 
claim you can do? The co-appointee may be 
away or sick just at the time his signature 
is required or you wish a conference with 
him to learn whether or not he favors some 
certain deal or action. No matter how good 
a business man he may be the trust company 
is hindered and delayed in rendering the 
prompt service which its clients expect. 


Precautions in Accepting Co-Appointments 


Although I am opposed to the appoint- 
ment of co-executors and co-trustees and be- 
lieve that the time is not a long way off 


when trust companies will refuse to qualify 
under wills providing for individuals as co- 
appointees to act with them, I feel that trust 
companies have to take the situation as it 
is today and eliminate such appointments 
wherever they can. 

If a testator insists upon a co-executor or 
co-trustee, particular care should be taken 


A. L. GRUTZE 


Vice-president and Trust Officer, Title and Trust Company, 


Portland, Oregon 





TRUST COMPANIES 


to obtain and carefully examine the will to 
be sure that provision is made that the trust 
company shall always have complete cus- 
tody of all securities, cash and other assets, 
and also full charge of all collections of in- 
terest, principal, rents and any other moneys. 
Without such provision the individual co- 
appointee has just as much right to posses- 
sion of assets and handling of funds as the 
trust company. If the individual co-appoin- 
tee is inclined to be stubborn the trust com- 
pany might find itself in a rather 
predicament. 


serious 


My experience has been that the main pur- 
pose of a co-appointee is that he or she will 
act in an advisory capacity and all that the 
testator has in mind is that his estate will 
receive the benefit of some personal knowl- 
edge that the wife or business partner may 
have regarding his affairs. With this in 
mind it should not be difficult to have the 
will provide that the co-appointee act in an 
advisory capacity only. 


Suggested Clauses in Wills 
As examples of clauses to cover most cases 
I would cite the following which were sug- 
gested by one of our Canadian friends: 


“IT Nominate, Constitute and Appoint the 


Trust Company and Jane Doe to be the e.x- 
ecutors and trustees under this my Will de- 
siring, however, that the said Trust Company 
shall take upon itself the burden of the ac- 
tual administration of my estate and the 
trust hereafter created and that Jane Doe 
shall be consulted by the said Trust Com- 
pany and shall act in an advisory capacity 


only without incurring the responsibility of 
collecting in, managing and administering my 
estate, The trusts thereof shall rest with the 
said Trust Company.” 

Or the following: 

“IT Nominate, Constitute and Appoint the 
Trust Company and John Doe or the survi- 
vor of them to be the executors and trustees 
of this my Will and I hereafter refer to them 
as my trustees; provided, however, that the 
appointment of said John Doe is hereby 
made on the condition that he act as such 
in an advisory capacity only without remu- 
neration and that the said Trust Company 
shall take upon itself the burden of the ac- 
tual administration of my estate and of the 
trusts thereof as the duty of collecting in, 
converting, managing, investing and adminis- 
tering my estate, and the trust thereof shall 
rest with the said Corporation.” 

There is one other point in connection with 
business partners acting as co-executors or 
co-trustees. Wills containing such appoint- 
ments should specially authorize the sale of 
the interest in the partnership to the sur- 
viving partner, as otherwise there is grave 
danger that the appointment of a partner 
as co-executor or co-trustee may the 
only market for the sale of the interest in 
the business. 


close 


There appears an interesting discussion on 
the subject of advertising for co-appoint- 
ments in the April, 1980, issue of “Trust 
Publicity,’ published by the Trust Company 
Division of the American Bankers Associa- 
tion, which is recommended to the attention 
of trust officers. 
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WHEN CO-EXECUTORSHIPS AND CO-TRUSTEESHIPS ARE 
ACCEPTABLE 


WHERE EXPERT OR TECHNICAL COOPERATION IS REQUIRED 
W. S. GUILFORD 


California National Bank, Sacramento, Cal. 





NY discussion of the subject ‘“Co- 

executors and Co-trustees’” must be 

based on a consideration of the best 
interests of the beneficiaries. The argument 
against co-executors and co-trustees is al- 
most unanimous, on the theory that if the 
trust department of a bank is properly 
equipped both in personnel and mechanical 
set-up, there is nothing to be gained by the 
testator for his beneficiaries by naming any 
one to act with the bank. 


It is assumed, and rightly so, that the 


trust officer handling an estate will consult 
freely with the members of the family, with 
attorneys who are conversant with the af- 
fairs of the deceased, and with business as- 
sociates. In this way all of the benefits. 
and none of the disadvantages that could 
result from delays and arguments, will be 
obtained. 

But to take the other side of the case, let 
usS assume a situation. Suppose a man has 
a big farming and livestock business and 
that this comprises the bulk of his estate. 
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Let us further assume that this man has a 
wife and daughter, and that neither knows 
much about his affairs, nor have had any 
husiness experience. He has in his employ, 
however, a tried and trusted manager who 
ix perhaps more familiar with the details 
than he is himself. 

This expectant testator realizes that in 
order to convert his property into securities 
to the best advantage may require several 
vears. He does not like to think of a sacri- 
fice being made of the properties and _ busi- 
ness he has been a lifetime building up. VPer- 
haps this man has either made a will or con- 
templates making one, naming this manager 
executor and trustee—because of the mana- 
intimate knowledge of the business— 
realizing of course, that this man may die, 
hut willing to take a chance on that. 

In a case of this kind would not a bank 
he justified in qualifying as co-executor and 
co-trustee with this man’s manager? And 
especially so if you were named without 
your knowledge? Or even if the only way 
you could get the business was on this basis, 
and whether or not it is necessary to “split” 
your fees? 

“You ean handle securities all right—or 
city property, but I’m not so sure about 
ranches and farms,” is a comment frequently 


ger’s 


made by men having large agricultural hold- 
ings when approached concerning the advisa- 
bility of having their estates handled by the 
bank. These men may never have heard of 
the trust officer who was checking over the 
assets of a ranch. With the man who was 
in charge he came to a field in which there 
was a bunch of sheep. 

“How many sheep have you here?” 
the trust man. 

“Well, how many would you say?’ 

“Four hundred.” 

“That's absolutely correct, but how in the 
world did you do such a fast job of count- 
ing? 


asked 


“Easy enough, my man. I simply counted 
their legs and divided by four.” 

By naming a capable, experienced opera- 
tor as co-executor and co-trustee it may make 
it much easier to get this business on the 
books. In some instances it will probably 
be possible for the bank to get the testator 
to agree to a full fee to the bank. Similar 
problems may arise in connection with high- 
ly technical manufacturing businesses. 

Reo te ve 

Ledyard Heckscher has been elected presi- 
dent of the Counties Titles and Trust Com- 
pany of Ardmore, Pa., succeeding Leonard 
W. Williams, retired. 








TRUST SERVICE HAS OUTGROWN NEED FOR CO-EXECUTOR OR 
CO-TRUSTEE 
SOME INTERESTING PROBATE RECORDS 


MARC RYAN 
Vice-president and Manager of Trust Department, Los Angeles Division, Bank of Italy, N. T. & S. A., Cal. 


HE practice of accepting appointment 

as co-executor or co-trustee is sound 

in principle but unsound and imprac- 
tical in application, assuming a corporate 
executor or trustee is the appointee. In the 
days before banks of this country and the 
safeguards of the law had developed the trust 
department and the trust company to its 
present state of safety and efficiency, the in- 
dividual trustee and executor was the rule 
and it is human and reasonable to assume 
that two, three or more executors or trustees 
were appointed so that one could serve as a 
check on the others. 

The arguments against the practice are 
well known, namely: the absolute necessity 
of the corporate executor and trustee assum- 
ing full control and possession of all of the 
assets of the estates; the unfairness in divi- 
sion of fees where of necessity the corpora- 
tion does all the work; costly delays on 
account of absence of co-trustees; tempera- 
ment and lack of business knowledge of in- 
dividuals, and so on. 


Lost Extremely Few Trusts 

In the living trust, where the trustee has 
the opportunity to discuss the trust agree- 
ment with the trustor, I make it the abso- 
lute rule to accept no co-trusteeships, and, in 
my personal experience, I have lost extreme- 
ly few trusts. 

A few days ago, I had this proposal sub- 
mitted: A manufacturer, of nationwide 
prominence, had created a trust for his son 
of about five million dollars, all invested in 
bonds and stock; the trustees were the father 
and mother of the beneficiary, together with 
a former business executive of the trustor; 
the full management, possession and control 
of the trust is in the hands of the executive, 
who devotes most of his time to its man- 
agement; the wife of the trustor and mother 
of the beneficiary has died; the remaining 
trustees desire the appointment of a cor- 
porate trustee in her place; the active trus- 
tee to continue in full undisturbed posses- 
sion and management of the trust estate un- 


til his death or resignation; the bank at that 
time to take his place in active management 
of the trust estate; the fees are adequate 
and attractive, but the obvious answer is 
that the co-trusteeship was refused by the 
bank. 


Recent Check on Probate Estates 

The education of the public to the advan- 
tages of the corporate trustee and the dis- 
advantage of the individual trustee as it has 
been carried on for the past years is solving 
the problem for us. I have made a check of 
fifty recent probate estates, taken at random 
from the office of our country clerk, in which 
a corporate executor and trustee was ap- 
pointed. In seventeen no trust was created; 
in three a co-trustee was named, and in 
seven a co-executor was named. In the Los 
Angeles Division of Bank of Italy National 
Trust & Savings Association, out of several 
hundred private trusts, we have no co-trus- 
teeships. Out of several hundred probate 
estates administered over a period of over 
twelve years, we have been co-executor in 
two. 

Few wills involving large estates are now 
executed without a conference between the 
testator, the testator’s attorney and the trust 
officer of the trust company, and, in many 
instances, the wife of the testator. At such 
a conference, where a co-executorship or a 
co-trusteeship is suggested, I have found that 
a frank open discussion of all the dimeulties 
to the corporation of such an appointment 
invariably solves the problem and all par- 
ties will agree to the single appointment. 


Adequate Fiduciary Authority 
If we must be co-trustee, by all means we 


should be co-executor. We are charged with 
a serious duty in this instance, that of fol- 
lowing the estate through administration 
without adequate means of so doing, and es- 
pecially where the executor is not under 
bond. I believe, in a case of this kind, the 
safest thing for the corporate trustee to do 
is to resign the co-trusteeship directly after 
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the will has been probated and notifying 
every person interested in the estate of such 
resignation. 

An estate is now in course of probate in 
Los Angeles County; the probable appraised 
value of the estate will be $S00,000 or more; 
claims of approximately $900,000 have been 
filed; the bulk of the estate is real property, 
much of it heavily encumbered; of the total 
claims filed, one is that of the bank for 
$150,000 on account of a real estate mort- 
sage. 


Two executors are named, one the attorney 


o, 7 
“° “e 





of the deceased and one a business associate, 
both without bond. The two executors and 
the bank are named as co-trustees of the 
whole estate after distribution, without bond. 
The bank has demanded notice of all pro- 
ceedings, as provided by law, and has fol- 
lowed the estate as best it could. One large 
claim against the estate may involve it in 
years of litigation. The individual executors 


and trustees are both men of the highest 
standing in ability, morals and _ financial 


worth. What is the position of the bank as 
co-trustee? 
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WHEN CO-APPOINTMENTS ARE UNREMUNERATIVE 


DANIEL READ 
Assistant Vice-president and Trust Officer, Central National Bank, Oakland, California 








DO not believe it pays to accept an ap- 
pointment as co-executor of a small or 
moderately large estate with an inexperi- 
enced person of either sex as a partner. We 
have all had sueh experiences and know 
what a vast amount of time is consumed in 
explaining the simplest of business problems. 

In an address delivered by Senator Rose- 
berry, vice-president of Security-First Na- 
tional Bank, Los Angeles, at a recent Trust 
Company Conference in New York, he made 
this statement: 

“4 principle almost as basic as the agreed 
fee itself is the policy not to split fees with 
co-executors and co-trustees. It is a fired 
policy of the bank with which I am associ- 
ated not to split or reduce its fees in such 
cases. Scarcely any loss of business is trace- 
able to this policy. On the covtrary we have 
found little or no opposition to it. If a tes- 
tator desires to associate a relative or close 
business friend with the management of his 
affairs for personal reasons, he may do so, 
but not at the expense of the corporate trus- 


tee, to whom everyone is looking for the real 
service and responsibility required.” 


Splitting Fees 

I heartily coneur in the idea, but I do 
not know just how it can be enforced in my 
city with the same degree of success as it 
meets with in Los Angeles. I believe it is 
the practice in the San Francisco Bay Dis- 
trict to allow one-fourth to one-third to the 
individual co-executor or co-trustee. I re- 
eall ease in our office where the wife 
of the decedent was a co-executor and after 
painfully laboring through many probiems 
of real estate, patent rights and various and 
sundry matters over a period of about twenty 
months, we finally arrived at the happy mo- 
ment of dividing the fee. I explained to the 
lady that it was the custom among the trust 
companies to apportion the fee on a basis of 
the amount of work performed and the re- 
sponsibility assumed by the respective par- 
ties, and suggested one-fourth to her and 
three-fourths to the bank. To this she rather 
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reluctantly agreed and I felt that I had 
done a good day’s work. Some time after- 
wards, one of her lady friends informed her 
that she had been robbed and she straight- 
way called at the office to collect. Although 
we managed to pacify the lady, I fear we did 
not altogether satisfy her, and she still has 
a trace of frost in her eye whenever we 
meet. 

The acceptance or non-acceptance of co- 
executor and co-trusteeships is, of course, a 
matter of policy for each institution to de- 
termine for itself, but my personal opinion 
is that if such appointments are accepted 
the ordinary fee should be divided on a 50-50 
basis. I do believe, however, that if any 
extra compensation be earned it should all 
go to the corporate executor. 

I realize that my argument has been di- 
rected principally to the monetary considera- 
tion and that much may be said in favor of 
the practice of acceptance of co-executor and 
co-trusteeships from an educational and ad- 
vertising standpoint, but nevertheless all of 
the institutions which we represent are or- 
ganized for a common purpose, namely, 
profit to the stockholders, and it is time that i i 
trust service should not only pay its own W. W. PoweELL 
way and a fair return on invested capital, Vice-president, Title Insurance and Trust Company, 
but also make up some of the red ink of the Los Angeles, California 
first lean years. 
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ENVIABLE RECORD 





The assets of our 
Trust Department 
have more than 


doubled in the 


last two years. 


|THE PLAINFIELD | 
TRUST COMPANY > 


Plainfield, N. J. 
J. F. SULLIVAN, JR. 
Vice-president, Crocker First Federal Trust Co. of Assets of $22,900,000.00 


San Francisco, who was elected Chairman of the Central 
Council at the last annual convention of the California 
Bankers Association 


George Borst, a leading authority on steam- 
ship and railroad advertising has’ been 
elected a vice-president of the advertising ig! : . : 
firm of Albert Frank & Company. Standard Equities, Inec.; registrar for addi- 

A. D. Norris has been appointed trust offi- tional shares of the Hershey Chocolate Cor- 
cer of the Commonwealth Trust & Title Com-  peration, and transfer agent for additional 
pany of Portland, Ore., succeeding Murray shares of the Union Oil Company of Cali- 
W. MeCarty. fornia. 


The Guaranty Trust Company of New 
York has been appointed registrar for the 
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The cleverest artist at check-alteration retreats 
before Todd Greenbac Checks. They’re steadily 
driving him out of business. As more and more 
businesses adopt them, his prospect list grows 
smailer. And the hazard for every unprotected bank 
account increases ! 


Todd Greenbac Checks are prepared by a secret 
process involving interlocking designs in several 
colors. The intricate pattern which resuits defies 
duplication. And concealed beneath it are hundreds 
of impressions of the word ‘‘void.” At the first 
touch of acid or ink eradicator, the ‘‘voids’’ flash 
out and the check is canceled forever. 


Todd Greenbac Checks cost little more than or- 
dinary checks. Phone the local Todd Office for a 
demonstration. Or mail the coupon to us. The 
Todd Company. Protectograph Division. Roches- 
ter, N. Y. Sole makers of the Protectograph, Super- 
Safety Checks and Todd Greenbac Checks. 


TODD SYSTEM OF CHECK PROTECTION 


WISCONSIN BANKSHARES GROUP 

Recent new acquisitions bring the number 
of banking institutions affiliated with the 
Wisconsin Bankshares Group to thirty-nine 
with combined resources of approximately 
$300,000,000. The First Wisconsin National 
Sank of Milwaukee, the nucleus of this hold- 
ing corporation, reports resources of $177,- 
907,497; deposits, $150,4S8,000; capital, $10,- 
000,000; surplus and undivided profits, $9,- 
307,055 and reserve accounts, $1,786,074. The 
First Wisconsin Trust Company, which con- 
fines itself to trust business, has resources 
of $4,749,000 ; capital, $1,000,000; surplus and 
undivided profits, $562,317 and 
count, $79,235. 


reserve ac- 


The Bryn Mawr Trust Company of Bryn 
Mawr, Pa., has distributed an extra dividend 
of 1 per cent in addition to its last quar- 
terly dividend of 4 per cent. 

The California Bank of Los Angeles, re- 
cently declared an extra dividend of 25 cents 
per share, in addition to the last quarterly 
dividend of $1. 

The thirteen banks and trust companies 
of Denver, Colo., report total resources of 
$174,552,000. 
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DRIVING |THE 


FORGER OUT 


THE TODD COMPANY, Protectograph Division 
1152 University Avenue, Rochester, N. Y. 
information 


Please send me further 


Greenbac Checks. 


about 


Name 
Address....... j 


Business. .... 


Miss MARGARET REYNOLDS 
Librarian of the First Wisconsin National Bank, of Mil- 
waukee, who has been elected president of the Special 
Libraries Association 











Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by EDWARD J. REILLY, Trust Officer, Fulton Trust Company, New York 


[ LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE.] 


RULE AGAINST PERPETUITIES 
(Where it is possible that property 
must be held in trust beyond the major- 
ity of an unborn child, the provision vio- 
lates the rule against perpetuities and is 
wholly void.) 


In this case, one of the provisions of the 
testator’s will was that the income from the 
general trust of the residue should be di- 
vided among the testator’s four children dur- 
ing their lives and then on the death of any 
of the children, the issue of such child should 
receive the parent’s income until the young- 
est of such issues should have arrived at the 
age of twenty-five years when the distribu- 
tive share of such child would be turned 
over to it. 

The court held that this provision meant 
that in case one of the four daughters should 
die leaving one or more children, even though 
the child be born after the death of the 
testator, the vesting of the corpus of the 
trust could not be determined nor could the 
vesting take place until twenty-five years 
after the death of the particular daughter, 
because if the grandchild did not attain the 
age of twenty-five years it could not take 
any vested interest under any circumstances 
unless it be the only surviving grandchild 
of the testator, and then only in case all the 
cousins of this grandchild had died under the 
age of twenty-five years. The trusts were 
therefore invalid since they violated the rule 
against perpetuities. The testator died in- 
testate as to this portion of his estate.—— 
Gillin vs. Hadley (Court of Chancery, N. J.) 


POWER TO VOTE CORPORATE STOCK 

(The reservation of a power to vote 
corporate stock, otherwise surrendering 
all rights to it, is not such reservation of 
control as to cause the stock to be in- 
cluded in the donor's estate for tax pur- 
poses. ) 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


Here the decedent had incorporated his 
real estate business in 1924, most of the capi- 
tal stock being issued to him with the re- 
maining shares issued to his wife and sons. 
In January, 1925, he established a trust 
fund, transferring 1950 shares of the busi- 
ness corporation to a trustee in trust for 
thirty years, the corpus of the trust to be 
distributed among his children at the ter- 
mination of the trust. The only right the 
decedent reserved to himself was the right 
to vote the shares during his lifetime. 

For inheritance tax purposes, the taxing 
authorities included the value of the shares 
conveyed to the trustee as a part of the dece- 
dent’s estate holding that because of the 
reservation of the power to vote the shares 
for life, the transfer was one to take effect 
in possession and enjoyment at or after 
death. 

It was held, however, that the transfer of 
the shares, in trust, including the income, 
was complete and irrevocable when the trust 
agreement was executed and the stock de- 
livered pursuant thereto. Then, irrevocably, 
title and possession vested in the trustee for 
the use of the beneficiaries, and enjoyment 
of the benefits vested in them. The donor 
entirely divested himself of all right or 
power of future disposition and of all bene- 
ficial or economic interest in the shares. The 
termination of the donor’s right to vote upon 
his death did not result in enhancing the 
value of the property and there was no trans- 
fer or giving of additional value at that time. 
Hence, there was no basis for an inheritance 
tax on the value of the stock or of the 
donor’s reserved right to vote—Prange et al. 
vs. Wisconsin Tax Commission, (Supreme 
Court, Wisconsin. 


SHARING IN TESTAMENTARY BEQUEST 

(Where a will in testatriz’s handwrit- 
ing bequeaths all to her “nearest rela- 
tives” the children of a deceased brother 
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SECURITY TRUST COMPANY 


WILMINGTON, DELAWARE 


Member Federal Reserve System 


Executes Trusts of Every Description—Transacts a General Banking 
Business—Prompt Attention to Requests for Information and Assis- 
tance.—Correspondence invited. 


Capital, $1,000,000 Surplus and Profits, $1,500,000 


Market at Sixth 


or sister will share with a sole surviving 
brother.) 


This controversy concerned the construc- 
tion of a paragraph of the will of the testa 
trix, Della E. V. Martin, deceased, which will 
was written in her own hand. After making 
numerous specific legacies, the testatrix di- 
rected that—“The balance of my estate or 
money derived from sale of stocks and bonds 
to go to my nearest relatives last known 
address—descendants of Thomas Burke and 
his wife Mary Hayes, who were my parents— 
address Kilmore, County Clare, Ireland, and 
others may be at Harvard Junction Harvard, 
Illinois, U. S., America to share alike. Should 
any one of above beneficiaries be not alive at 
my death the money must come back to es- 
tate to be used for my relatives.” The surro- 
gate ruled that nieces and nephews of the 
testatrix were not included in the words “my 
nearest relatives,’ and that therefore the 
entire residuary estate passed to the sole sur- 
viving brother, James Burke. This ruling 
excluded the children or grandchildren of 
deceased brothers or sisters of the testatrix. 

On appeal it was held that the word “rela- 
tives” being plural indicates that the testa- 
trix had in mind more than one person as ¢ 
residuary legatee. If she had intended that 
only James Burke should receive the resi- 
duary, she would have used the word “rela- 
tive.” The Decedent Estate Law of New 
York recognizes children of a deceased 
brother or sister as having the same relation 
to the testatrix as a surviving brother, as 
far as inheritance goes. Taking into con- 
sideration the entire will, including the resi- 
duary paragraph, the conclusion was reached 
that the broader meaning rather than the 
technical one should be applied in determin- 
ing the intention of the testatrix. The in- 
tention of the testatrix to include her 
nephews and nieces as beneficiaries under the 
residuary clause sufficiently appeared from 
the will itself without taking further testi- 
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mony. The decree of the surrogate was ac- 
cordingly modified so that the residuary es- 
tate should be distributed to the descendants 
of the parents of the testatrix per stirpes.— 
Matter of Martin, Supreme Ct. App. Div. 1st 
Dept. N. Y. 


HUSBAND’S RIGHTS 
(Where apparently, but not explicitly, 
the husband was given a bequest under 
his wife’s will in lieu of what he was en- 
titled to by statute, he will not partici- 
pate in the distribution of the residue 
where there is no residuary clause.) 

The will reads: “I give and devise to my 
son my homeplace in fee. I give and be- 
queath to my husband one-third of my entire 
estate, but leaving the homeplace and con- 
tents intact for my son, and the said one- 
third paid or taken from my remaining es- 
tate.’ There was no residuary bequest. 
After the satisfaction of debts, the payment 
of one-third of the entire estate to the hus- 
band and the operation of the provision for 
the son a considerable estate remained for 
distribution. The husband claimed one-third, 
the son the whole of this residue. 

The Court found nothing in the will, which 
appeared to be inconsistent with the inten- 
tion to be implied from the bequest read in 
the light of the statute; namely, that the 
bequest was to be accepted instead of the 
husband’s rights at law in the deceased’s 
estate. On the contrary the evidence tended 
to support that intention. The “rights” which 
the husband here “had by law” in his wife’s 
estate, within the meaning of the statute, 
included a homestead right, a right to have 
one-third of the personal estate remaining 
after the payment of debts and expenses of 
administration, and a right to release the 
homestead right and take instead thereof 
one-third of the real estate for his life. 

The law also gave him the privilege of 
waiving the provisions of the will in his fa- 
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vor and having the foregoing rights in the 
place thereof. The home place occupied by 
the deceased, in which alone the husband’s 
homestead right presumably exists was given 
to the son, and is to remain intact for him. 
To this extent the bequest was clearly in lieu 
of one of the husband’s rights at law. In 
the absence of a waiver by the husband of the 
testamentary provision in his favor, the 
whole of the distributable residue should be 
paid to the son.—Heald vs. Kilgore, Supreme 
Ct., 


VOID WILL 
(A will which contains a provision 
which is contrary to public policy will 
be held to be void in its entirety.) 

In this case a testatrix’s will provided that 
the income from her estate should go to her 
son except that the trustees must withhold 
all payments to the son so long as he con- 
tinued to be married to his then wife. The 
will provided further that should the mar- 
riage of the son be dissolved, then the pay- 
ments of income were to be resumed. 

It was held that such a provision was 
void as inducing a separation between hus- 
band and wife where no separation or divorce 
had occurred and none was contemplated. 
The void provision was an essential part of 
the will and accordingly the whole instru- 
ment was held to be void as contrary to 
publie policy.—Tripp vs. Payne, Supreme Ct., 
Ill. Decided April 17, 1930. 





GIFT TAX 
(A transfer by gift occurred on the 


date 
trust 


that a power of revocation 
was surrendered) 


of a 


In this case Abby F. Means established a 
voluntary trust with a New York City trust 
company and Oliver W. Means as trustee un- 
der date of July 7, 1928. Additional trusts 
were established under date of May 24, 1924. 





in the same manner. In each of the trust 
agreements, the right of revocation was ex- 
pressly reserved to the donor. Thereafter on 
June 27, 1924, the donor entered into certain 
supplemental trust agreements with the trus- 
tees of these trusts, waiving, cancelling and 
annulling the reserved right to revoke the 
agreements. 

The gift tax contained in the Revenue Act 
of 1924 took effect on June 2, 1924, and the 
point involved here was whether or not the 
trust in question was subject to this tax. 
If the gifts were made subsequent to that 
date they would be taxable, if made prior 
to that date they would not be subject to 
the tax. Donor contended that gifts were 
made on the dates of the execution of the 
trust indentures and the transfer of the prop- 
erty to the trustees; that the formal surren- 
der of the right of revocation on June 27, 
1924, was immaterial and in no way affected 
the date on which the properties were trans- 
ferred by gift. 

The United States Court of Claims, in 
holding for the Government, declared that 
the important fact was that the property was 
transferred on the date when the donor for- 
mally surrendered the power of revocation. 
This being subsequent to the effective date 
of the Revenue Act of 1924. The tax was 
legally and properly assessed.—Abby F. 
Mains vs. U. S., U. S. Court of Claims, April 
7, 1930. 


“Life Insurance Trusts Explained” is the 
title of a 60 page volume by Herbert M. 
Olney, member of the New York bar and 
lecturer on fiduciary subjects on the staff 
of the New York Chapter, A. I. B. 

The Peoples National Bank of Elizabeth, 


N. J.. has surrendered its national charter 
and reorganized as the Peoples Banking 


and Trust. Company, preparatory to merger 
with the, Downtown Trust Company. 
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(alifornia’s Eighty Years 


Through the summer of 1850 Congress battled the major problem of that day— 
should California be admitted to Statehood. 


The Senate passed the Bill in August; on September 7 the House approved it; two 
days later President Fillmore signed it. California became a State of the Union. 


Only ten years later—in 1860—the foundation was laid from which has grown the 


Bank of America of California. 


California institutions have kept pace with the State’s progress. Today this bank 
brings to a hundred communities the banking stability assured by resources of 
more than 400 millions and the experience of seventy years. 


SAVINGS 


COMMERCIAL 


TRUST 


BANK OF AMERICA 


OF CALIFORNIA 


Head Offices 


660 So. Spring Street 


LOS ANGELES 


Northern California Headquarters: 


631 Market Street 
SAN FRANCISCO 


Branches Throughout California 


—_— 


INTEREST RATES ON COLLATERAL AND 
MORTGAGE LOANS 

Discussing interest rates and Federal Re- 
serve policy, Norman Merriman, economist 
for the Ungerleider Financial Corporation, 
says: 

“Although interest rates on collateral loans 
have declined sharply during the last six 
months, rates paid on loans by customers of 
banks have not yet had the decline that is 
ultimately to be expected, particularly in 
cities outside of New York. The interest 
rates charged bank customers in southern 
and western cities have dropped only about 
three-tenths of 1 per cent from the high 
of last fall and are still only about one-tenth 
of 1 per cent below interest rates charged 
by the same banks at this time last year. Even 
in New York, the drop in the average in- 
terest rate charged the bank customer has 
been less than 1 per cent from last year’s 
high point, and the current rate is still con- 
siderably above the average charge in the 
fall of 1927, when the ease in money was un- 
doubtedly a factor in bringing about the 
sharp increase in business activity that took 
place in 1928. 

“Interest rates for mortgage loans, the 
prime requisite in the construction of resi- 


dences and smaller business buildings, have 
been slightly lowered by the easy money sit- 
uation, but such money has not yet become 


really plentiful. This rate is usually the 
slowest of all money rates to respond to fa- 
vorable influences and mortgage funds rarely 
become plentiful until interest returns avail- 
able on good corporation and municipal bonds 
have fallen to a pretty low level. Before 
the summer is over, however, it seems quite 
probable that we shall see a positive improve- 
ment in the mortgage situation, and a con- 
sequent distinct increase in the volume of 
both residential and non-residential building 
construction. When this develops, we can 
count on a marked quickening in the pace 
of business throughout the country, for such 
work not only provides direct employment 
for many thousands, but also provides orders 
which aid a great number of manufacturers.” 


The First National Bank of Binghamton, 
N. Y., reports resources, $12,438,000; capital, 
$600,000; surplus and profits, $883,161. 


The First National Bank and Trust Com- 
pany of Fargo, the oldest bank in North 
Dakota, reports resources of $8,565,000 and 
eapital funds of $657,000. 









UP-TO-DATE HOTEL FOR AUTOMOBILES 

One of the well-known members of the 
trust company fraternity, William A. Kom- 
mers, vice-president and trust officer of the 
Old National Bank & Union Trust Company 
of Spokane, Wash., is chiefly responsible for 
the planning and construction of something 
new and modern in automobile garages to 
relieve congestion and provide service in 
crowded and congested centers. The impos- 
ing and architecturally City Ramp Garage, 
which occupies a strategic traffic center in 
Spokane has attracted the attention of ga- 
rage owners and operators throughout the 
country because of its successful operation. 
Not content with planning and supervising 
construction, Mr. Kommers keeps a weather 
eye upon the City Ramp Garage as secretary 
and treasurer of the operating company in 
which the Old National Bank and Union 
Trust Company is indirectly and financially 
interested. 

The new “automobile hotel’ in Spokane 
towers to an eye-filling height, marked by 
straight up and down lines that terminate in 
graceful curves and round caps. It is lo- 
eated in the heart of the business district 
and accommodates 350 cars with day and 
night service of the kind that makes for per- 
manent customers. Evidencing Mr. Kom- 
mers’ versatility is the paper which he re- 
cently presented at the national convention 
of garage owners and operators at 
ville and the applause accorded his treat- 
ment of the subject of “What Percentage 
of Gross Profits in a Downtown Garage 
Should Be Expected from Service Sales.” 


Louis- 





















Ciry RAMP GARAGE CONSTRUCTED BY THE OLD NATIONAL 
BanK & UNION TRUST COMPANY OF SPOKANE 
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IN CANADA 


The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $480,000,000. 


THE ROYAL TRUST CO. 


Head Office: 105 St. James Street, Montreal 


Branches 

Montreal 
Calgary Ottawa Toronto 
Edmonton Quebec Vancouver 
Halifax Saint John, N.B. Victoria 
Hamilton St. John’s, Nfld. Winnipeg 


London, England 





















































































































































TRUST ADVERTISING BASED ON 
ACTUAL EXPERIENCES 


By disguising personal details and omit- 
ting names or confidential relationships, the 
Northern Trust Company of Chicago, is pub- 
lishing a series of display newspaper adver- 
tisements which feature actual experiences 
encountered in trust department op- 
erations. Each of the advertise- 
ments tells its own vivid or human 
nature story, carrying with it con- 
clusive argument for trust proteec- 
tion, 








“Guard Your’ Estate Against 
Forced Liquidation in Such a Mar- 
ket as the Present,” is the rather 
forceful text of another advertise- 
ment bearing the signature of the 
Northern Trust Company. The ad 
goes on to inquire: “What would 
happen if your estate were now in 
probate and inheritance taxes due— 
would your heirs want your good 
securities sold at present market 
value to provide cash for taxes?” 
The answer and the solution is, of 
course, the creation of adequate and 
trusteed life inSurance. 
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THE BANK’S RESEARCH DEPARTMENT 
In recent years banks and trust companies 
have been giving active attention to the es- 
tablishment of their own research depart- 
ments in conjunction with financial libraries 
wherein might be found every standard and 
current work on all phases of banking, trust 
work, investments, etc. The search depart- 
ment maintained by the Hibernia Bank & 
Trust Company of New Orleans is typical 
of the best in the country. It is an out- 
growth of a department organized in 1920 by 
the vice-president, Fred W. Ellsworth. While 
primarily designed to serve the various de- 
partments of the bank, it is available and 
made use of by customers and others. The 
information covers particularly all available 


COMPANIES 





CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Havana Cable—“Trustco” 


information of an informative and statistical 
nature dealing with business, commerce and 
finance in New Orleans, Louisiana and the 
south. The bank’s financial library is also 
one of the most complete in the country of its 
kind. 
Combined 





Florida banks 
$377,518,000 of 


institutions hold 


resources of all 
and trust companies total 
which the state chartered 
$125,014,000. 

Meta S. O’Brien has been appointed man- 
ager of the savings department of the Dol- 
lar Savings & Trust Company of Wheeling, 
West Va. 

The First National Bank and the First 
Trust & Savings Bank of Muscatine, Ia., have 


been merged as the First National Bank. 


PARTIAL VIEW OF THE EFFICIENT RESEARCH DEPARTMENT MAINTAINED BY THE 
HIBERNIA BANK AND TRUST COMPANY OF NEW ORLEANS 
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McCARTY JOINS NATIONAL BANK OF 
TACOMA 

Murray W. McCarty, one of the most ca- 
pable trust men in the Pacific Northwest, 
has resigned as vice-president and trust offi- 
cer of the Commonwealth Trust & Title Com- 
pany of Portland, Ore., to accept appoint- 
ment as trust officer of the National Bank of 
Tacoma, Wash. Mr. McCarty was born in 
Utah in 1894 and graduated from the Uni- 
versity of Utah and the law school of George- 
town University, Washington, D. C. During 
the war he served in the American army air 
corps in France and returned to Utah to be- 
come state commander of the American Le- 
gion. He was state manager for a savings 
and loan association in Oregon in 1925 an‘ 
1926 and then became affiliated with the 
Strong & MeNaughton Trust Company of 
Portland from 1926 to 19830. Last May this 
company merged with the Commonwealth 
Trust & Title Company and Mr. McCarty re- 
tauined his position as vice-president and 
trust officer until he resigned to join the 
Tacoma bank. 


Murray W. McCarty 


Who has been appointed Trust Officer of the National Bank 
of Tacoma, Tacoma, Washington 


“The growth of our trust department dur- 
ing recent years has required a continued 
enlargement of its personnel,” said Samuel 
M. Jackson, chairman of the board of direc- 
tors, of the National Bank of Tacoma, in 
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$3,000,000 $3,500,000 


Cordial Cooperation 
in handling Boston 


and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 





Member Federal Reserve System 





making the announcement of Mr. McCarty’s 
appointment. “Roger W. Peck, formerly 
manager of Blyth & Company’s Tacoma of- 
fice, became vice-president of the bank, in 
charge of the bond and trust department, in 
January of this year. Mr. McCarty now be- 
comes trust officer and with J. L. Hamilton 
as his assistant will have direct supervision 
of trust administration work. H. D. Har- 
many, as assistant vice-president, continues 
to exercise a similar capacity in bond de- 
partment operations. Mr. McCarty’s experi- 
ence and training will be of great value.” 


WELLS FARGO BANK AND UNION 
TRUST COMPANY 


The Wells Fargo Bank and Union Trust 
Company, which has been among the fore- 
most and senior institutions in San Fran- 
cisco in the efficient development of trust 
business, reports banking resources of $156,- 
590,847 ; deposits. $128,712,000 of which $40,- 
567,000 are savings. Capital is $9,000,000; 
surplus $5,000,000 and undivided profits $3,- 
167,471. The trust department is headed 
by L. E. Greene, vice-president and trust 
officer, and- F. J. Brickwedel, vice-president 
and trust officer, who are located at the 
Union Trust Office. Percy A. Wood is trust 
officer at the main office, 
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13 SOUTH STREET 
SURPLUS AND PROFITS OVER $4,790,000 


OFFICERS 
H. WALTERS, CHAIRMAN OF BOARD 
JOHN J. NELLIGAN, PRESIDENT 


CAPITAL, $2,000,000 


JOHN W. MARSHALL ba 


VICE-PRES. 


ANDREW H, TROEGER . > . 


ASST. TREAS. 


ANDREW P. SPAMER - 
H. H. M. LEE “ od - 3D VICE-PRES. 
JOSEPH B. KIRBY - - 4TH VICE-PRES. 
GEORGE B. GAMMIE>- - TREASURER 
WILLIAM R. HUBNER ASST. V.-P, & SEC. 
REGINALD S. OPIE ba - ASST. V.-P. 
GEORGE PAUSCH : - - AssT. V.-P. 
ALBERT P. STROBEL * REAL ESTATE OFFICER 
JOHN W. BOSLEY ~ ASST. TREAS. & ASST. SEC. 
EDGAR H. CROMWELL - ASST. TREAS. & ASST. SEC. 


2D VICE-PRES. 


JAMES S. ASHER - 
CHAS. F, LECHTHALER 


J. EDWARD KNAPP - - ASST. TREAS. 
THOMAS B. BUTLER ASST. TO 4TH VICE-PREs. 
ROBERT B. CHAPMAN - ° ASST. TREAS. 
ROLAND L. MILLER ° - sd CASHIER 
HARRY E. CHALLIS - ASST. CASHIER 
MAURICE J. NELLIGAN ASST. CASHIER 
RAYMOND E. BURNETT - a - AUDITOR 
HOWARD W. BAYNARD - 1 ASST. AUDITOR 
- - ASST. AUDITOR 
AssT. REAL EST. OFFICER 


DIRECTORS 


H. WALTERS 

WALDO NEWCOMER 
NORMAN JAMES 
SAMUEL M. SHOEMAKER 





NATIONAL CITY BRANCH HOUSED IN 
FAMOUS GENOESE PALACE 


Roaming down Via Garibaldi in the his- 
toric old Italian city of Genoa, the visitor 
marvels at the magnificence and grandeur 
of the many palaces that line this remark- 
able old thoroughfare. It is typical of the 
commercial age that these old palaces have 
gradually passed into the hands of business 
houses and banks. One of the most beauti- 
ful of this row of palazzos in Via Garibaldi 


ARTISTIC VESTIBULE ON THE FIRST FLOOR OF THE 

Famous LERCARI PALAZZO IN GENOA WHICH WAS 

RECENTLY ACQUIRED BY THE NATIONAL CiTy BANK 
OF NEW YORK FoR Its GENOA BRANCH 


BLANCHARD RANDALL 
ELISHA H. PERKINS 
JOHN J. NELLIGAN 
JOHN W. MARSHALL 


ROBERT GARRETT 
GEORGE C. JENKINS 
HOWARD BRUCE 
MORRIS WHITRIDGE 


was acquired last year by the National City 
Bank of New York to provide larger branch 
offices for its rapidly growing Genoa _ busi- 
ness, 

This palace is a veritable national monu- 
ment and museum with its loggias, its mas- 
terpieces of sculpture, marble columns and 
Raphaesque decorations and paintings por- 
traying events in Roman history. The palace 
was built by Franco Lereari, a member of 
one of the oldest and most illustrious fami- 
lies of Genoa, who in 1571 entrusted the 
construction to Gian Galeazzo Alessi, a fa- 
mous builder and architect of his period. 
Whatever changes have been made to adapt 
the building to the requirements of banking 
have been made by the National City Bank 
with fine devotion to artistic taste. 

The Genoa branch of the National City 
Bank is the first established by that institu- 
tion in Italy and was opened in 1916 on the 
first floor of the Genoa Bourse. During the 
war this branch rendered valuable services 
to Italian troops at the front and today en- 
joys the most cordial relations with the Ital- 
ian government and the great banks of Italy 
as well as the merchants of Genoa. 


Walter H. Bennett, who recently resigned 
as vice-chairman of the Irving Trust Com- 
pany of New York, has been elected chair- 
man of the executive committee of the Emi- 
grant Industrial Savings Bank of New York. 

Ross A. Hadley, formerly western Michi- 
gan manager of the Harris Trust & Savings 
Bank of Chicago, has been elected secretary 
of the Old Kent Corporation of Grand Rap- 
ids, Mich. 












REMARKABLE ENHANCEMENT OF 
TRUST FUND 

Although unusual circumstances attended 
the trust fund of $2,000,000 established in 
1899 by the late Henry M. Flagler for his 
divorced wife who died recently in a New 
York sanitarium, the manner in which this 
fund was handled and increased in value to 
over $15,000,000 deserves to be cited as a 
most creditable example of the wisdom of 
relying upon a corporate trustee, The court 
records abound with evidence of the dissipa- 
tion of estates and trust funds when con- 
fided to individual trustees, especially where 
beneficiaries as in the case of the Flagler 
fund, were mentally helpless or otherwise 
incapacitated. 

The trust fund left by the late Dr. Flag- 
ler to his unfortunate widow was entrusted 


to the Guaranty Trust Company of New 
York and Cornelius J. Sullivan. The trust 
fund consisted of old Standard Oil stock. 


None of it was sold, all rights were exercised 
and when the old Standard Oil Company 
was dissolved in 1911, the holdings were 
maintained among the newly formed Stand- 
ard Oil companies. Not only was the benefi- 
ciary provided with every comfort and care 
which her condition warranted, but on order 
of the Supreme Court, generous distributions 
from income were made to relatives. The 
final accounting of the trustees will show, 
nevertheless, a principal of close to $15,000,- 
000, which is to be shared by three direct 
descendents as heirs. 


ROCKEFELLER TRUST FUND 

In 1917 John D. Rockefeller set up a trust 
fund of $9,000,000 for the benefit of a daugh- 
ter and named the Equitable Trust Company 
of New York, recently merged with the Chase 
National Bank, as trustee. An accounting 
shows that the principal of this fund in the 
care of the Equitable Trust Company in- 
creased since 1917 to May 31, 1929 to a total 
of $18,173.350 and with income during twelve 
vears of $6,693,320, or more than two-thirds 
the original fund, which consisted entirely 
of stock of the Standard Oil Company of 
Indiana. It is noteworthy that out of the 
administration of this trust fund arose an 
important court decision which established 
a ruling that stock dividends belong to prin- 
cipal and not income. 


The will of the late Leo Feist, the na- 
tionally known music publisher, provides 
for the establishment of a charity trust and 
a fund of $100,000 the income of which is to 
be devoted to the “welfare of humanity.” 
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PITTSBURGH 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE., PITTSBURGH 
ESTABLIS HED > 1886 


CTS in all trust capac- 

ities. Trust accounts 

managed agé¢regate more 
than $209,000,000. 


APITAL,Surplusand 

undivided profits 
more than $10,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 



























































































































































WENDEL MILLIONS GO TO CHARITY 

The Bank of New York & Trust Company 
is named as one of the executors and trus- 
tees in the will of Mrs. Rebecca A. D. Wen- 
del Swope which disposes of a large part of 
the famous Wendel holdings in New York, 
estimated at over $100,000,000, to charitable 
and religious organizations upon the death 
of the last of the six Wendel sisters who 
have kept unbroken for two centuries the 
realty accumulations of the Wendel family. 
Under the Swope will the income from all 
property goes to the surviving sister dur- 
ing her lifetime and after her death, the 
residuary principal will be distributed to 
charitable and religious organizations. 


TRUST COMPANY NAMED 
Another distinguished name is added to 
the long roll of well-known and famous 
Americans in all walks of life who have ap- 
pointed trust companies as executors and 
trustees in their wills. The latest enrollment 
is the late Glenn H. Curtis, the pioneer in 


aviation, whose will appoints the Irving 
Trust Company of New York as executor 
and trustee in association with the widow 


of the testator. The size of the estate is not 
given in the probate. 
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ABOLISHING BUSINESS CYCLES 


(Continued from page 147) 

prices (not merely of commodity prices 
alone). The evidence seems clear that for 
the maintenance of business stability and the 
maximum of production, employment and 
general well-being, credit must expand at 
close to the same rate as the normal or long- 
term rate of growth of trade itself; that 
is, in this country, in recent years, at about 
four per cent per annum. 

An excess of credit above this normal rate 
of growth appears to mean excessive specula- 
tion, inflation, and their attendant evils. A 
deficit seems to spell an arrest of growth, 
unemployment, strikes, and depression. And 
these are essential, perhaps the essential fea- 
tures of what we call business cycles. If 
this be true, the only rational answer we 
can give to the question as to the future of 
the business cycle is that it is largely a prob- 
lem of the effective or rational management 
of the credit supply. As I see it, it is essen- 
tially an engineering problem, or, to repeat a 
simile which I have used elsewhere, an irri- 
gation problem. 

In irrigation there is an optimum as to the 


effect of the water supply. An excess above 


this means a deterioration of the crop. An 


inadequate supply means the same thing. An 
excess is as harmful as a deficit. This, I 
believe, is precisely what the monetary his- 
tory of the last half century, and more, clear- 
ly discloses as to the nature and the origin 
of the business cycle. 

Many of our great corporations have 
learned to utilize the new knowledge of the 
steady, long-term growth of industry to 
budget their expenditures and their expan- 
sion for years ahead. The telephone com- 
panies furnish an admirable example. Ter- 
haps in time we shall likewise learn to devise 
the same kind of budgetary or statistical 
control over the credit supply. 

fe eo ye 

THE WHEELER KELLY HAGNY TRUST 

One of the successful trust companies of 
Kansas, which confines itself to the perform- 
ance of fiduciary and allied duties, is the 
Wheeler Kelly Hagny Trust Company ef 
Wichita. It conducts no commercial bank- 
ing business and maintains a_ personne! 
which is skilled in the various types of serv- 
ices rendered. The capital stock is $1,000,- 
000 with surplus and undivided profits of 
$310,000. A large volume of trust and estate 
busines is under administration. The latest 
statement shows undistributed trust and in- 
vestment deposit of $1,254,000. 


PICTURESQUE SCENES DEALING WITH EARLY MANHATTAN AND INCIDENTS IN THE 

LIVES OF FOUNDERS OR ORIGINAL STOCK SUBSCRIBERS OF THE MANHATTAN CoM- 

PANY WHICH Is Now THE HOLDING COMPANY OF THE BANK OF MANHATTAN 
TRUST COMPANY OF NEW YORK 











TRUST COMPANY 


Northwest Gasca. 


Unlike banking in the United States with 
its 25,000 units subject to varying state and 
Federal laws, the system of banking in Eng- 
land resolves itself mainly in the so-called 
“Big Five” joint stock banks which operate 
from London through great chains of bran- 
ches. The largest joint stock bank, not only 
in England but in the entire British Empire, 
is the Midland Bank which is nearing the 
century mark since its founding as a prov- 
incial bank in Birmingham in 1836. For 
fifty years thereafter the original Birming- 
ham and Midland Bank functioned as a 
local institution until the era of amalga- 
mation and branch extension which began 
in 1888S. From a local institution with paid 
up capital of less than half a million pounds 
in 1879, the Midland Bank has grown into 
a2 bank commanding world-wide influence 
With paid-up capital of about £14 millions; 


reserve fund £14 millions: total assets over 
f456 millions: deposits £380 millions, with 
2.070 branch offices in England and Wales 


with a staff of 18,000 men and women. The 
affiliated Belfast Banking Company in North- 
ern Ireland and The Clydesdale and North of 
Scotland Banks the number of branches is 
increased to over 25,000 with resources ex- 
ceeding £500 millions. The bank has no less 
than 138,000 agents and_ correspondents 
throughout the world. 

“The Service of the Midland Bank” is the 
title of a neatly executed booklet which has 
just been issued as a revised description of 
the growth and the many-sided services pro- 
vided by this great joint-stock bank. There 
is a brief history of the bank, followed by 
chapters devoted to explaining the various 
departments of service, namely deposit, sav- 
ings, current account, day and night banking, 
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Calvert and Redwood Tae 


GROWTH AND SERVICE OF THE MIDLAND BANK OF LONDON 


Your Baltimore business 
will have prompt and 
thorough care 


MEMBER 
FEDERAL RESERVE 
SYSTEM 


business and personal services, 
ciary, 


travel, fidu- 
overseas and safe deposits facilities, 
the latter embracing the recent installation 
of spacious and modern new vaults at the 
head office building in Poultry. The day 
and night service which is provided by means 
of a mechanical chute has worked out so well 
at the main office that similar installations 
have been made at 380 London and country 


offices and being extended also to additional 
branches. 

Fiduciary services are rendered through 
the Midland Bank Executor and Trustee 
Company, which is owned and directed by 
the Midland Bank at the head office with 
branch fiduciary services provided at Bir- 


mingham, Leeds, Liverpool, 
Neweastle-on-Tyne. Overseas financing is 
largely concentrated in the Overseas Branch 
at 122 Old Broad street. The booklet gives 
an interesting survey of the career and sery- 
ices of the Midland Bank and copies may be 
obtained upon application at the head office 
in London or at any branch. 


Manchester and 


The June 30, 1930 statement of accounts 
affords a comparison with the same date 
last year and in 1928S. The latest report 
shows total liabilities of £436,892.733 as 
against £474,848,160 for June 30, 1929 and 
£455.737,447 for June 30, 1928S with in- 
crease in paid-up capital during this two- 


year period from £13,286,810 to £14,091,201 
and reserve fund from £13,286,310 to £14,- 
091,201. Current deposit and other accounts 
fluctuated within small range, the decrease 
in total assets being mostly due to accept- 
ances, currency, money at call and balances 
in course of collection. Advances to cus- 
tomers and other accounts total £214,616,545 
and bills discounted £64,408,573. 
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NEW YORK 
49 Wall Street 
45 East 17th Street 





LISTED AND UNLISTED STOCKS 


GENERAL MARKET BONDS 
MUNICIPAL BONDS 
COMMERCIAL PAPER 
BANK AND INSURANCE STOCKS 


CURTIS & SANGER 


EsTABLISHED 1885 
Members New York and Boston Stock Exchanges 


BOSTON 
33 Congress Street 
645 Beacon Street 


Private telephones to Boston, Providence, Hartford and New Haven 








PROVIDENCE 
Rhode Island Hospital 
Trust Building 




















MICHIGAN DECISION WILL SAVE 
MILLIONS ON BANK TAXES 

A decision that will save the banks and 
trust companies of the State of Michigan an 
aggregate of several millions of dollars was 
handed down recently by Judge Allan Camp- 
bell of the Wayne County Cireuit Court in 
an action brought by the Equitable and Cen- 
tral Trust Company of Detroit on behalf of 
its stockholders and by the First National 
Bank of Wyandotte against the Common 
Council of the City of Detroit and the Board 
of Assessors. 

The legislature had amended the general 
tax laws of the state in 1929 so that the 
shares of banks and trust companies might 
be assessed on the basis of the computation 
of their cash value after deducting the as- 
sessed value of real estate and municipal 
bonds. No provision was made for deduct- 
ing such items as mortgages and contracts 
on which the specific mortgage tax had been 
paid, which items are deductible by other 
companies. 

The plaintiffs contended that the Act was 
unconstitutional in that it deprives them of 
property without due process of law and 
furthermore in that it contravenes the pro- 


vision of the constitution relating to a uni- 
form rule of taxation. The bank raised a 
further objection that the power to tax na- 
tional banks is expressly limited by act of 
Congress to such taxation as shall not be at 
a greater rate than is assessed upon other 
moneyed capital in the hands of individual 
citizens of the state coming into competition 
with the business of national banks. 

The court upheld the contentions of the 
plaintiffs and declared the section of the 
general tax laws in question to be valid and 
unconstitutional and further as being an at- 
tempt to exercise a greater taxing powes 
upon national banks than is perwvitted by 
the federal law. The court further con- 
cluded that a writ of mandamus may issue 
as prayed directing the board of assessors 
to make such computation as will secure the 
uniform rate in this respect by allowing de- 
duction for items represented by assets on 
which the specific mortgage tax has ulready 
been paid. This holding by the court is 
significant particularly in view of the fact 
that the tax roll had already been made up, 
which fact was raised as a defense by the 
common council and the board of assessors 
of the City of Detroit. 
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The Oldest Trust Company in Massachusetts 


1930 


Offers Complete Fiduciary Service for Corporations 
Trust Funds Over $25,000,000 


Worcester Bank & Trust Company | 


Worcester, Mass. 








ADDITIONAL DIRECTORS AT FIDELITY 
UNION TRUST COMPANY 

The following were recently elected as ad- 
ditional members of the board of directors 
of the Fidelity Union Trust Company of 
Newark, N. J.: Herbert N. Straus, president 
of L. Bamberger & Company and vice-presi- 
dent and treasurer of R. H. Macy & Com- 
pany, and Ralph E. Lum, attorney, past 
president of the New Jersey State Bar As- 
sociation. 


The Fidelity Union Trust Company re- 
cently extended its banking facilities in 
Newark by the establishment of two new 
units, formed by the merger of the North 
Ward Trust Company and the Equitable 


Trust Company, bringing total resources to 
$162,270, the Fidelity Union Trust Company, 
which owes its prestige chiefly to the direct- 
ing genius of President Uzal H. McCarter, 
is not only the largest bank in Newark but 
in the State of New Jersey as well. There 
are now eight branches in addition to the 
main office. 





BANK CHECK PAYROLL SYSTEM 

The Todd Company of Rochester, N. Y., 
the makers of super-safety paper for checks 
and other negotiable instruments, have ar- 
ranged to make generally available to banks 
and trust companies a successful system of 
providing checks for payrolls devised and 
copyrighted by the Adelphia Bank & Trust 
Company of Philadelphia. The Todd Com- 
pany has created a new office of manager 
of payroll service to which William M,. Hart- 
zell, formerly an officer of the Adelphia Bank 
& Trust Company and instrumental in per- 
fecting the new system, has been appointed. 

This new payroll service obviates the haz- 
ards of toting cash through the streets or of 
making consignments which are a temptation 
to banditry. The system is now made avail- 
able by the Todd Company to banks and 








trust companies generally and is especially 
adaptable to payrolls of large corporations, 
manufacturing and business concerns. The 
plan has also numerous other collateral ad- 
vantages which promise to make it popular 
with banks and trust companies. 





FOSTERING FOREIGN TRADE RELATIONS 

Julien H. Hill, president of the State- 
Planters Bank and Trust Company, has re- 
turned from his recent tour in England as 
a member of the Virginia State Chamber of 
Commerce reciprocal relations committee. 
Mr. Hill, who has always taken an active part 
in the work of the Chamber in fostering 
foreign trade relations, was recently elected 
a member of the board of directors of the 
Pan-American School of which Senor Gorgel 
do Amaral, Ambassador extraordinary and 
plenipotentiary of the Republic of Brazil 
to the United States, is honorary chairman. 
The plans of the Pan-American School in- 
clude the establishment of an institution in 
Virginia where South Americans can learn 
business methods of the United States. 





The Birmingham Trust and Savings Bank 
of Birmingham, Alabama, reports resources 
of $19,978,000; deposits $17,431,000; capital 
$1,000,000; surplus and undivided profits 
$1,444,860. 

Leopold A. Chambliss, assistant vice-presi- 
dent of the Fidelity Union Trust Company 
of Newark, is chairman of the publicity com- 
mittee of the New Jersey Bankers Associa- 
tion which is conducting a business survey 
of New Jersey. 

The First National Bank and Trust Com- 
pany of Rochester, N. Y., which began busi- 
ness a year ago, reports resources in excess 
of $10,000,000. 

The First National Bank of Conguenhene, 
N. Y., reports resources, $3,874,075; depos- 
its, $2,926,000; capital, $150,000 ; ween and 
undivided profits, $490,757. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Daily Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 


———————————— ——————__—————_—_—_———————— 


PROMOTIONS AT HIBERNIA BANK OF 
NEW ORLEANS 

President R. S. Hecht, of the Hibernia 
Bank & Trust Company, of New Orleans, an- 
nounces a number of well-earned promotions. 
H. E. Heiny who, since its opening in Sep- 
tember, 1925, has been manager of the Broad- 
moor branch, has been transferred to the 
main office where he will be associated with 
assistant vice-president Zonasterio in the 
business development work of the entire 
institution, succeeding Mark Bartlett who 
has resigned to accept an offer from the 
North Carolina Bank & Trust Company, of 
Greensboro, North Carolina. 

Mr. Heiny has been with the Hibernia 
Bank for the yast five years, and has had a 
thorough banking training. He has been 
active in the Broadmoor Civic Improvement 
Association of which he was one of the or- 
ganizers, and of which he has served as 
treasurer since its organization. 

R. F. Nichols becomes acting manager of 
the Broadmoor Branch to succeed Mr. Heiny. 
Mr. Nichols has been an employee of the 
Hibernia Bank for ten years, is thoroughly 
familiar with all the details of the business, 
and has enjoyed steady progress, culminat- 
ing in the present promotion which places 
him in charge of one of the bank’s most 
rapidly growing branches. Judson Hardy, 
who, since his graduation from Tulane Uni- 
versity in 1928, has been associated with 
the advertising department of the Hibernia 
Bank, becomes acting manager: and A. A. 
Hopfensitz, who also graduated from Tulane 
University in 1928, becomes assistant man- 
ager in the same department. 

It is an interesting fact that in every in- 
stance these promotions have come to bank 
men who have been consistent students in 
the New Orleans Chapter of the Ameri- 
ean Institute of Banking. 


UNREDEEMED BONDS AND CUSTODIAN 
ACCOUNTS 

States Treasury department 
recently issued figures showing that about 
$1,000,000 is lost annually by investors in 
government bonds through failure to redeem 
such bonds as cease to carry interest. There 
remains in the hands of investors a total 
of $31,716,870 in Federal securities which 
have long since carried no interest and of 
this total some bonds antedate the Civil War. 
Liberty loans maturing in 1927 and 1928S are 
still outstanding to the extent of 
$15,000,000. 


The United 


over 


These figures furnish an excellent text for 
trust companies to emphasize the value of 
custodian accounts when such loss of interest 
is impossible. The Fidelity Union Trust Com- 
pany of Newark, N. J., has been alert to the 
significance of these figures and places stress 
upon the service of its custodian account 
services which not only watches for “called 
bonds” rights to subscribe, clipping of cou- 
pons, deposit of dividends and keeps securi- 
ties safe from fire or theft, but also provides 
review of underlying securities, all at nom- 
inal cost. 


TRADE WITH HAWAII 


Hawaii’s purchases from continental Unit- 
ed States reached a record level in 1929, ac- 
cording to the Far Eastern Section of the 
Department of Commerce, with receipts 
amounting to $82,661,000 as compared with 
$77,762,000 the previous year. The principal 
shipments to Hawaii were iron and steel 
manufactures, petroleum products, automo- 
biles, tractors, grain and electrical machin- 
ery. Shipments of Hawaiian products to the 
mainland amounted to $106,312,000, embrac- 
ing three-fifths sugar consignments. 








EARNINGS OF BANKERS DETROIT 
COMPANY 

Net earnings of all units of the Detroit 
Bankers Company, exclusive of investment 
units, for the first six months of the cur- 
rent year were $3,842,203, after setting aside 
reserves for interest, taxes and contingencies 
which is equivalent to $2.16 a share on the 
1.773.924 shares of $20 par outstanding. 

Recent bank acquisitions by the Detroit 
Bankers Company, through exchange of 
stock, embrace the following: The Grosse 
Pointe Savings Bank, Hamtramck State 
Bank, First State and First National Banks 
of Hamtramck, Peninsular State Bank in 
Highland Park, River State Bank in Ecorse, 
River Rouge Savings Bank and the Peoples 
State Bank of Wyandotte. 

A statement of the Peoples Wayne County 
Bank, Detroit, a unit of the Detroit Bank- 
ers Company, which is the first issued since 
the bank took over the Peninsular State 
Bank and Bank of Michigan, shows deposits 
of $358,782,000; undivided profits of $8,551.- 
293 and capital and surplus of $45,000,000. 
Resources are $425,737,299. 
“QUESTION BOX” AT TRUST 

CONFERENCE 

The Michigan Bankers Association inau- 
curated a new departure this year by es- 
tablishing a separate trust division and ar- 
ranging a special program for trust com- 
pany members at the last annual convention. 
The “Question Box” was a feature of the 
first trust division meeting. Prior to the 
convention a letter was sent to each member 
requesting the submission of questions for 
discussion. The answers related chiefly to 
matters of advertising, problems of estate 
administration and new business develop- 
ment. The questions were divided into two 
parts and discussion was conducted by Joel 
Ii. Prescott, vice-president of the Union 
Guardian Trust Company of Detroit and 
Arend V. Dubee, vice-president of the Michi- 
gan Trust Company of Grand Rapids. 

The following have been appointed mem- 
bers of the trust Company committee of the 
Michigan Bankers Association: Ralph Stone, 
chairman of board, Detroit & Security Trust 
Company, Detroit, chairman; Harry Olm.- 
stead, vice-president and treasurer, Central 
Trust Company, Lansing; Lloyd G. Kirby, 
vice-president, Union Industrial Trust Com- 


pany, Flint; John N. Stalker, president, 
Union Guardian Trust Company, Detroit; 
Arend V. Dubee, vice-president, Michigan 
Trust Company, Grand Rapids; Thomas 


Neal, president, Equitable & Central Trust 
Company, Detroit. 
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Ancillary Administration in 
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NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 
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FIFTH THIRD UNION TRUST 
PURCHASES ASSETS 


Affording immediate relief to over 37,000 
depositors and assurance of 83 per cent re- 
payment or credit on deposit liabilities of 
more than $8,000,000, the Fifth Third Union 
Trust Company of Cincinnati recently per- 
formed what is termed “an act of civic 
patriotism” in purchasing all the assets of 
the Cosmopolitan Bank and Trust Company 
of that city which was closed and placed in 
charge of the State banking department on 
June 10th. The agreement and sale was 
the result of an appeal made by Governor 
Myers Y. Cooper of Ohio to President E. W. 
Edwards of the Fifth Third Union Trust 
Company, to secure the best possible guar- 
antee of protection for depositors and like- 
wise to renew confidence in the local bank- 
ing situation. 

In addition to assuming the liabilities of 
the closed bank the Fifth Third Union Trust 
Company made an outright contribution of 
$250,000 to the immediate credit of deposi- 
tors and representing payment for good will. 
Furthermore the Fifth Third Union Trust 
Company receives no pay for liquidation 
of assets and gives its services free to de- 
positors who are assured a safe depository 


E. W. EDWARDS 


Presidcnt, Fi‘th-Third Union Trust Company 
of Cincinnati 


COMPANIES 


COMPANY OF CINCINNATI 
OF CLOSED BANK 


and connection 
Cincinnati. 


with the strongest bank in 
In acquiring the assets and as- 
suming the liabilities of the defunct bank 
the Fifth Third Union has resumed opera- 
tion of the main office and seven branches of 
the Cosmopolitan additional branches 
and without any disturbance of credit lines 
or accommodations. 


as 


The financial statement of the Cosmopoli- 
tan showed total liabilities of $10.294,856 
of which $9,513,684 are actual liabilities 
and the remainder including capital stock 
of $350,000, surplus of $225,000, and assess- 
ments of $131,153 paid by stockholders and 
other items. The Fifth Third Union Trust 
Company pays in full preferred claims of 
$184,081, leaving total of $9,329,603, less off- 
sets of $440,988, making a total of $8,S888,- 
614 upon which the trust company pays 80 
per cent, plus $250,000 cash that is to be 
divided proportionately. Under this arrange- 
ment the Fifth Third Union assumes pay- 
ment of $7,294,972 in addition to legal ex- 
penses incurred in realizing upon assets, the 
trust company guaranteeing approximately 
$400,000 more than the good assets as ap- 
praised. 

The manner in 


which the depositors of 
the Cosmopolitan 


institution received the 
announcement of this arrangement is evi- 
denced by a _ set of resolutions formally 
adopted by members and officers of the Cos- 
mopolitan Depositors’ Protective Association. 
which warmly commends the spirit and un- 
selfishness of the Fifth Third Union Trust 
Company in coming to their rescue. Assur- 
ances were forthcoming that depositors of 
the Cosmopolitan will continue their busi- 
ness relations with the Fifth Third Union 
Trust Company, and in accordance with the 
recommendations made by Governor Cooper, 
who said in a formal statement: 


“It is only fair to say that in the nego- 


tiations which have been completed with 
Mr. E. W. Edwards, president of the Fifth 
Third Union Trust Company, that there has 
been no disposition on the part of the Fifth 
Third Bank to drive a hard bargain. It was 
the desire of this institution equally with 
that of the State officials to see to it that 
depositors should receive every possible penny 
to which they were entitled, and to this end 
the bank not only agrees to liquidate all 
claims without charge to depositors, but in 
addition makes an outright contribution of 
$250,000.’ 
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EXPERIENCED AND DISINTERESTED 
INVESTMENT OF TRUST FUNDS 
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Experienced and disinterested 
trust funds is emphasized in advertising of the 
Bankers Trust Company of New York where all 
trust investments are supervised by a special 
i i special sub-committees. 


investment of 





DIRECTOR OF PUBLICITY AT CHATHAM 
PHENIX NATIONAL 
Phenix National Bs 
Trust Company of New York has appointed 
* of publicity, 
he will have supervision 
tising and be available for news. For a num- 
: * was staff correspon- 
dent and held managerial positions with the 
Associations and more 1 
International News Service. 
organization, 
President Roosevelt 
1916 Hughes-Wilson campaign. ‘ 
*, he was Director of Publicity and Propa- 
ganda for the Medical Department, U. S 
General Staff, with the 
He was secretary of the 
lederal Trade Commission for three and one: 
half years and later director of advertising 
and publicity for the city 
recently publicity 


United Press 
While with 
traveled exten- 


und Liaison Officer, 


rank of captain. 


of Miami. 
and public rela- 














Ghe 
National Commercial Bank 
and Trust Company 
OF ALBANY.N. Y. 


Main Office, 60 STATE STREET 
Park Branch, 200 WASHINGTON AVE. 
















tions representative of the Great Atlantic 
and Pacific Tea Company, through the ad- 
vertising agency of Paris & Peart. 





GUARANTEED TRUST ADVERTISING 
CAMPAIGN 

A trust advertising campaign that is posi- 
tively guaranteed to produce a 20 per cent 
inquiry response is announced by Staples & 
Staples, Inc., advertising counselors of Rich- 
mond, Va. The campaign is based upon the 
distribution of literature designated the “Lit- 
tle Trust Library. The new edition of this 
cumpaign goes into effect early in September. 
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MIDLAND BANK OF CLEVELAND OCCUPIES IMPOSING NEW 
HOME AND BUILDING IN UNION TERMINAL SQUARE 


Strikingly different from the conventional 
banking styles are the quarters of the Mid- 
land Bank of Cleveland in the new Midland 
Bank Building in Cleveland which is 18 
stories high and an imposing unit of the Van 
Sweringen Union Terminal development 
which now greets all visitors on their ar- 
rival in that city. Instead of marble walls 
and columns the Midland banking room is 
paneled and columned in rare oak brought 
from England. The hospitable and informal 
English atmosphere is achieved and carried 
out in the directors’ room and executive 
offices with fireplaces finished in the Geor- 
gian manner of paneled walls and marble 
trimmings. There is nothing artificial or imi- 
tative because materials were brought from 
England and Italy. The banking room is two 
and a half stories in height, surrounded by 
a mezzanine between whose supporting oak 
piers run bronze railings with decorative 
oak spandrels. Another innovation is found 
in the tellers’ department where customers 
transact their business over oak counters 
instead of through grills and bars. 

The architecture of the Midland Bank 
building is of the mode known as “modern 
American.” The front is of Vermont granite 


and the remainder of the exterior of In- 
diana limestone. The bank and its securities 
affiliate, the Midland Corporation, occupy the 
first three stories, and provisions have been 
made to take over the fourth and fifth sto- 
ries as future expansion warrants. The 
remaining stories are occupied by or avyail- 
able for offices of other enterprises of a fi- 
nancial nature, making the building one of the 
most important financial centers in the en- 
tire United States. The building is con- 
nected with the new Union Station and to 
all of the other units in the group by stair- 
Ways, ramps and passageways. 

The Bank was organized early in 1929 by 
C. L. Bradley and associates to acquire the 
assets of the former Midland Bank. Mr. 
Bradley is chairman of the board of the Erie 
Railroad and closely associated with the Van 
Sweringen interests of Cleveland. John 
Sherwin Jr. is president of the bank and 
his father, John Sherwin, formerly chair- 
man of the Union Trust Company of Cleve- 
land, and influential Cleveland capitalist, 
is on the board of directors. The board of 
directors is unusual because of its small 
membership, numbering only seven and em- 
bracing the following: C. L. Bradley, chair- 


Left: EXTERIOR OF THE NEW MIDLAND BANK OF CLEVELAND BUILDING WHICH FORMS ONE OF THE 
UNITS OF THE UNION TERMINAL DEVELOPMENT. Rght: VIEW OF MAIN BANKING ROOM OF THE 
MIDLAND BANK OF CLEVELAND 












man of the board of the Erie Railroad Com- 
pany; Alva Bradley, real estate; E. E, 
Barker, vice-president the Midland Bank; 
Elton Hoyt, II, partner, Pickands, Mather & 
Company; John Sherwin; John Sherwin, Jr., 
president, The Midland Bank; G. A. Tomlin- 
son, president, The Tomlinson Fleet. The 
bank has had a rapid growth since its or- 
ganization; deposits have increased from 
around $23,000,000 when the bank opened 
in March 1929 to nearly $42,000,000 at pres- 
ent with resources of $48,786,000; capital. 
$4,000,000 and surplus, $2,000,000. 

























JOHN SHERWIN, JR. 
President of the Midland Bank of Cleveland 


The officers are: President, John Sherwin, 
Jr.; vice-presidents: E. E. Barker, J. B. Root, 
vice-president and cashier; A. F. Reed, Jo- 
seph H. Thompson; trust officer, Willard W. 
Wilson; credit manager, F. I. Robertson; 
comptroller, R. C. Huelsman; assistant cash- 
iers: C. C. Sigmier, E. H. Dickerson, A. J. 
Robert Bandlow, T. T. 
sistant trust officers; J. A. 
Thomas FE. Hann; 


Stiver, Perkins; 
Stansbury, 
auditor, J. R. Rothaermel. 


as- 


The Fidelity National Bank and Trust 
Company of Kansas City, Mo, has awarded 
contracts for construction of a 

nd office building. 

Harold B. Kelly, formerly with the Elyria, 
Ohio, Chronicle-Telegram, has joined the ad- 
vertising department of the Cleveland Trust 
Company. 


382-story bank 
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Guaranteed 


SAFETY 
and 6% yield 


UARANTEED SAFETY and a 

yield of 6% are both yours in 
Empire Bonds. Your principal is 
secure—your income guaranteed. Back 
of each issue are valuable, income- 
earning properties. Every Empir?2 issue 
istrusteed by a large bank or trust com- 
pany. The bonds are legal for trust 
funds by actual court ruling. Execu- 
tors, attorneys and endowed institu- 
tions favor them; so do wise individual 
investors. Write today for circulars 


a 
ire 
B O“N DS 


Empire Bond & Mortgage Corporation 
535 Fifth Avenue, New York, N. Y. 








EXPLAINING OR ADVERTISING OR SELL- 
ING TRUST SERVICE. WHICH? 
(Continued from page 152) 
each of his clients immediately after he has 
completed securing the will business, these 
men will secure for him from these eases life 
insurance trusts totaling 20 per cent of the 
total estates. I am perfectly safe in making 
this bet, because these underwriters are not 
mere explainers—they have proved 

selves to be salesmen. 
Explaining, 


them- 


advertising or selling—whiech? 
—The Fstate Planning Corporation intends 
to continue using all three! 


o, 
~~ 


2 


ee 


\? 
com 


TRUST POWERS COMMITTEE OF OREGON 
BANKERS ASSOCIATION 

Announcement was recently made by the 
Oregon Bankers Association of the appoint- 
ment of the following members of the Trust 
Powers Committee: <A. L. Grutze, chairman, 
trust officer Title & Trust Company, Port- 
land; Ben R. Chandler, vice-president, First 
National Bank of Coos Bay, Marshfield: J. L. 
Day, Jr., trust officer, Bank of. California, 
N. A., Portland: H. E. Eakin, trust officer, 
First National Bank, Salem; L. S. McCready, 
assistant cashier, First National Bank, 
gene. 


.> 


Eu- 
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BIRMINGHAM TRUST 


& Savings Company 


has the oldest trust department 
in Birmingham. Name it for 
ancillary administration in Ala- 
bama. 


‘OOMPANIES 


Under Supervision of Federal Government 
AMERICAN SECURIT 
ar °° AND TRUST COMPANY 


Fifteenth and Pennsylvania Avenue 


WASHINGTON, D. C. 


Capital andSurplus - - 


$6,800,000.00 
Assets over ye age 


$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


CHASE NATIONAL BANK ACQUIRES CONTROL OF HARRIS, 
FORBES ORGANIZATION 


It is the evident policy of the Chase Na- 
tional Bank of New York to acquire an out- 
standing position in the field of investments 
and distribution of securities, thus keeping 
pace with its prestige as the largest com- 
mercial bank in the world. This is confirmed 
by recent announcement that the Chase Na- 
tional Bank has concluded arrangements 
whereby the capital stock of the Harris, 
Forbes group, one of the largest and oldest 
investment organizations in the country, has 
been acquired by the Chase Securities Cor- 
poration, the investment affiliate of the Chase 
National Bank. Through this plan the Har- 
ris Forbes interests become large stockhold- 
ers in the Chase National. 

The Harris, corporations will re- 
tain their separate identities and executive 
management, although working in close co- 
operation with Chase Securities Corporation. 

A number of officers of the Chase organi- 
zation are to become members of the board 
of directors of the Harris, Forbes companies, 
it was stated, ineluding Albert H. Wiggin, 
Charles S. McCain, Robert L. Clarkson, Win- 
throp W. Aldrich, Halstead G. Freeman, 
Murray W. Dodge and William L. McKee. 

Lloyd W. Smith, John R. Macomber, E. 
Carleton Granbery and Harry M. Addinsell 
of Harris, Forbes & Company will become 
members of the board of the Chase National 
Bank and W. Eugene MacGregor, Frederick 
S. Burroughs and John K. Starkweather will 
become members of the board of the Chase 
Securities Corporation. 

The Harris, Forbes org 
growth of N. W. Harris & Company, estab- 
lished by the late N. W. Harris in Chicago 
in 1882. In 1907 the Chicago office was re- 
organized as the Harris Trust & Savings 
Bank, the ownership of which rests _pri- 


Forbes 


anization is an out- 


marily with the Harris family. Other 
were organized, however, the New York office 
having been established in 1890, with sales 
offices now located in fifty cities in the 
United States and Canada, with offices in 
foreign capitals, including Paris and London. 
merger last 
Company 


houses 


Following the 
Equitable Trust 
Trust Company with the Chase National 
Bank, the latter reported total assets of 
$2,.600.000,000 and deposits in excess of two 
billions. The present affiliations of the bank 
include the Chase Securities Corporation, the 
American Express Company, the American 
Express Bank & Trust Company, the Chase 
Bank (Paris-Mexico City), the Equitable 
Trust Company of New York, which was 
formed recently to care for certain business 
which could not be immediately transferred 
from the old Equitable Trust Company, and 
the Equitable Eastern Banking Corporation. 

An advisory committee has been 
for the Franklin branch of the 
tional Bank of New York, located at Frank- 
lin street. corner of Hudson. The personnel 
of the committee includes, besides a number 
of officers, the following business executives: 
Benjamin C. Haynes, Albert T. Johnston, 
Henry C. Wetterau, Andrew Wilson, and 
J. W. Roberts. 

One result of the affiliation of the Chase 
National with the Harris, Forbes organiza- 
tion is to bring under common banking spon- 
sorship a group of leading public utility com- 
panies with combined assets exceeding $5,- 
105,000,000. 

Edward G. Pratchett has been appointed 
assistant cashier of the Chase National Bank 
at the 45th Street branch, and Thomas E. 
Edwards, manager of the 149th Street 
branch. 


June of the 
and Interstate 


formed 
Chase Na- 
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SYMPTOMS OF INCREASING BUSINESS 
ACTIVITY 

The marketing of crops and usual seasonal 
demands ordinarily bring about an increase 
in business activity in the autumn months. 
There is no reason to believe that this au- 
tumn will be any exception to the general 
rule. The extent of this revival, some symp- 
toms of which are already apparent. and 
the possible term of its duration, it is impos- 
sible to judge. In any case it will be a step 
in our progress toward better 
nomic conditions. 


general eco- 

It is the opinion of some industrial lead- 
ers that the pessimism that now character- 
izes popular sentiment is as much overdone 
as Was the undue optimism of the 
spring. Commodity prices may not 
reached the bottom yet, but a_ price 
Where essential will begin to 
into consuming channels with a 
of readiness is always eventually. 
A generally low level of stocks of goods in 
consumers hands, the result of the prevail- 
ing policy of hand-to-mouth buying, 
potential demand which would 


early 
have 
level 
move 
fair degree 


LO00ds 


reached 


points 


assert 


to a 


itself at the first sign of returning activity. 
A decline in retail prices in a number of 


important lines to a 
adjustment to the 


point more nearly in 
wholesale level has been 
an encouraging development in the past 
month. Except in minor instances, these 
downward reyisions have met with very lit- 
tle response in increased buying. This may 
be accounted for to some extent by the fact 
that the changes have occurred during a 
period of seasonal quiet, and to the pessi- 
mistic attitude regarding the economic out- 
look which has gained such ground during 
the past several weeks.—( From Current Re- 
riew, published by the Bank -of 
Vew York.) 

Mortgage holdings of New York savings 
banks have reached the high mark of $3.- 
255,422,000, an increase of $101,000,000 during 
the past year. 


America, 


STOCK CLEARING CORPORATION 
EXTENDS FACILITIES 


The Stock Clearing Corporation, a_sub- 
sidiary of the New York Stock Exchange, 
which has heretofore cleared securities only 
for Stock Exchange members and _ several 
banking institutions, has extended its clear- 
ance service to embrace banks and _ trust 
companies by special agreement. The non- 
member institutions admitted to the service 
will make deliveries and obtain receipts for 
securities directly through the Stock Clear- 
ing Corporation and money settlements will 
be made effected by a single check. This 
will reduce the drawing of checks and also 
the number of runners required to make 
outside delivery of securities. 

The banks and trust companies which have 
thus far signed agreements with the Stock 
Clearing Corporation, are as follows: Bank 
of America, Bankers Trust Company, Central 
Hanover Bank & Trust Company, Chase Na- 
tional Bank, Chatham Phenix National Bank 
& Trust Company, Chemical Bank & Trust 
Company, Federal Reserve Bank of New 
York, Guaranty Trust Company, Interna- 
tional Manhattan Company, National City 
Bank, New York Trust Company. 


CARE OF RACE HORSES CONFIDED TO 
TRUST COMPANY 

By way of diversion from its customary 
fiduciaries the Lawyers Trust Company of 
New York finds itself in the role of guardian 
and caretaker of two race horses. The re- 
cently probated will of Mrs. Elizabeth A. 
Galway, widow of James Galway who was in 
his time a well-known race horse owner, con- 
tnuins provision for a fund of $12,000 for the 
“board and keep” of two race horses which 
belonged to the testatrix. Mrs. Galway evi- 
dently entertained a higher regard for the 
human instincts of the trust company than 
for any individual and therefore bequeathed 
the two race horses to the Lawyers Trust 
Company with the request that they “shall 
not be given away, sold or used for commer- 
cial or other purposes.” 
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KINGS CouNTY TRUST COMPANY 


342, 344 & 346 Furton St., Borough of Brooklyn, City of New York 








Capital, $500,000.00 Surplus, $6,000,000.00 Undivided Profits $410,000.00 


JULIAN P. FAIRCHILD, Presiden: 


WILLIAM J. WASON, Jr., Vice-President 
HOWARD D. JOOST, Vice-Presiden: 
J. NORMAN CARPENTER, Vice-President 








APPRAISAL OF DEPEW AND JARVIE 
ESTATES 

The Central Hanover Trust Company is 
one of three executors and trustees of the 
estate of James Newbegin Jarvie, the wealthy 
sugar and coffee magnate, which was re- 
cently appraised at $37,573,905. Legacies 
and trust funds amounted to almost $9,000,- 
000, including bequests of $3,250,000 to the 
Presbyterian Church and the residue going 
to the Jarvie Commonwealth Fund, a New 
York Corporation for the benefit of aged 
poor. The Prerogative Court in Newark, 
N. J. approved the accounting and allowed 
fees of $700,000 to executors and _ their 
counsel. 


A transfer tax appraisal of the estate of 
the late Chauncey M. Depew valued the net 
estate at $15,954,000 and gross estate $17,- 
210,000 of which $16,835,000 consisted of 
stocks and bonds. The largest bequest is 
one of $1,000,000 to Yale University and 
Mrs. Depew receives one-half of the resi- 
duary estate. 


INCREASED CAPITAL FOR MANHATTAN 
COMPANY 

Stockholders of the Manhattan Company, 
the holding corporation of the Bank of Man- 
hattan Trust Company, the International Ac- 
ceptance Bank and _ affiliated institutions, 
have approved an increase in capital from 
$40,000,000 to $45,000,000. This new issue 
of stock follows an increase in capital last 
November from $26,000,000 to $40,000,000, 
when the Manhattan Company acquired ap- 
proximately 98 per cent of the stock of the 
New York Title and Mortgage Company and 
all the stock of the Central National Bank 
which was merged with the Bank of Man- 
hattan Trust Company. The latest increase 
in authorized stock is made to provide suffi- 
cient stock to acquire the remainder of the 
New York Title & Mortgage Co. shares. 


ALBERT I. TABOR, Secretary 
ALFRED W. ABRAMS, Asst. Secresary 
EUGENE L. VAN WART, Asst. Secretary 





UNITED FOUNDERS ASSETS AND 
EARNINGS 

The United Founders Corporation has 
made public its portfolio of investments 
showing total holdings of $286,924,000, which 
was $7,154,000 in excess of cost on inventory 
date of May 31, and showing consolidated 
assets of $327,389,000. Gross income for 
the first six months of the year amounted to 
$11,858,244 and after deductions for reserves, 
dividends, etc., amounting to $5,442,687. The 
investment portfolio shows holdings in 945 
different securities of which 498 are bonds 
and 447 stocks with foreign holdings includ- 
ing 356 bonds and 203 stocks. United Found- 
ers owns per cent of the outstanding 
stock of American Founders and 78.4 per 
cent of that of Investment Trust Associates. 
United Founders has more than 80,000 share- 
holders. 


77.5 


RICHARD DELAFIELD 

Richard Delafield, for many years asso- 
ciated with the former National Park Bank 
of New York, died recently at his home in 
Tuxedo Park in his seventy-seventh year. 
Prior to his election as a director of the 
National Park Bank in 1890 he was promi- 
nent in mercantile business. In 1896 he be- 
came a vice-president of the National Park 
Bank and four years later, upon the retire- 
ment of Edward E. Poor, he became presi- 
dent. In August 1922, Mr. Delafield became 
chairman of the board in which office he con- 
tinued until the merger of the National Park 
with the Chase National Bank. 


The 69th office of the Bank of Manhattan 
Trust Company in Greater New York was 
recently opened in the Bay Ridge section of 
Brooklyn at 7622 Third avenue and making 
the tenth branch in that borough. 

Negotiations are in progress for merger 
of the Plaza Trust Company, the Park Row 
Trust Company and the Broadway National. 
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New York Eserows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-six years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
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Percy H. Johnston, president of the Chemi- 
cal Bank & Trust Company of New York, and 
LeRoy W. Campbell, president of the Chemi- 
cal National Associates, Inec., announce that 
a plan has been formulated looking to the 
consolidation of the Chemical National As- 
sociates, Inc., with the Chemical Bank & 
Trust Company, and its affiliate, Chemical 
National Company, Ine., on a basis of two 
and one-half shares of Associates’ non-voting 
stock for one share of the Chemical Bank’s 
stock. The charter of Associates will be 
amended so as to give holders of its non- 
voting stock the right to vote on the propo- 
sition. 


Under the proposed plan the Chemical 
sank increases its capital from $15,000,600 
to $21,000,000, and its surplus and undivided 
profits from about $22,700,000 to approxi- 
mately $43,700,000, or a total of capital funds 
of about $64,700,000. At the same time the 


Chemical National Company, Ine. (whose 
stock is trusteed for the Chemical Bank 


stockholders) increases its capital and sur- 
plus from $9,500,000 to $20,000,000. As a re- 
sult, the book value of Chemical Bank stock 


Title Guarantee and Trust Company 
Capital Funds $34,000,000 





CHEMICAL BANK & TRUST COMPANY TO ABSORB CHEMICAL 
NATIONAL ASSOCIATES, INC. 


arise in connection with real estate. 


175 REMSEN STREET 
BROOKLYN 





on the combined basis will be increased from 
$31 to approximately $40 per share; the par 
value being $10 per share. 

The transaction does not involve “rights” 
or subscription privileges to Chemical Bank 
stockholders, as the additional Chemical 
Bank shares will be issued to pay for the 
assets of Associates. Such assets are of a 
very liquid character, consisting principally 
of prime bonds and acceptances, with a rela- 
tively small amount of stocks. It is pro- 
posed to continue the present dividend rate 
of $1.80 per share, or 18 per cent per annum, 
on the increased capital. 





Henry S. Koster was recently elected an 
assistant trust officer of the Chemical Bank 
& Trust Company of New York. He will de- 
vote his attention to the development of trust 
business. Mr. Foster has recently been iden- 
tified with the Marine Midland Trust Com- 
pany in the capacity of assistant secretary 
and, previous to his association with that in- 
stitution, he was with the Fidelity Union 
Trust Company of Newark, N. J. 

























































































































































































TRUST COMPANIES 


BANK of MANHATTAN TRUST COMPANY 


INTERNATIONAL ACCEPTANCE BANK 
INCORPORATED 


FOREIGN BANKING FACILITIES 


UNION SQUARE OFFICE 
Broadway at 16th 








TRUST DEPARTMENT, MAIN OFFICE 


Sixty-five conveniently located offices throughout Grcater New York 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $65,000,000 


INTERNATIONAL MANHATTAN COMPANY 
INCORPORATED 


INVESTMENT SECURITIES 


— 40 WALL STREET, NEW YORK 


MADISON AVE. OFFICE 
Madison Ave. at 43rd 











PLAN TO INCREASE NET VALUE OF 
ESTATE 

The Central Hanover Bank & Trust Com- 
pany of New York is distributing a booklet 
which describes that company’s specialized 
plan for increasing net value of an estate. 
In a foreword the president, George W. Davi- 
son, states that the Central Hanover 
made an analysis from government 
of the shrinkage of 32,668 estates during 
settlement which shows an average differ- 
ence of 18.48 per cent between gross and net 
values. Much of this shrinkage, says Presi- 
dent Davison, may be traced to faulty plan- 
ning, poor investment and bad advice, all of 
which is guarded against by the Central 
Hanover plan which coordinates the various 
elements of an estate so that wastage is 
minimized and applying the mature experi- 
ence of that company in the handling of 
thousands of estates. The booklet presents 
ten major ways of increasing net value and 
while the are hypothetical 
based on actual experience. 

The Central Hanover 
Charles A. Wood recently 
to become associated 


has 
records 


Cases 


they are 


that 
Paris 
company’s 
Paris office at 22 Place Vendome. Mr. Wood 
is a graduate of the U. S. Naval Academy 
and Columbia University. Prior to coming 
to the Hanover he was associated with a law 
firm and later with the foreign personal trust 
department of the City Bank Farmers Trus! 
Company. 

The Central -Hanover 
pany devotes 


announces 
sailed for 
with the 


sank & Trust Com- 
attention in a newspaper dis- 
play advertising to substantial reductions in 
taxation on estates up to $1,200,000 which 
are provided in the new Estate Tax law of 
New York which becomes effective September 
1, 1930, and which was described in an ar- 
ticle in the May, 1930, issue of Trust Com- 
PANIES written by Tax Commissioner Mark 


Graves. <A table is presented showing the 


savings of estate taxes on estates ranging in 
multiples from $100,000 to $1,100,000 and 
after which the new law applies slight in- 
crease in rates. 

“Central Hanover Topics” is the title of a 
new staff publication of the Central Hanover 
Bank & Trust Company of New York. A 
foreword by President George W. Davison 
says: “One of the main purposes of this 
little magazine is to tell you of our new 
activities and the noteworthy among the old 
activities.” 


TRUST COMPANY TO SPECIALIZE IN PER. 
SONAL TRUSTS AND CUSTODIANSHIP 


Further details are forthcoming of the 
plans for the proposed Fiduciary Trust Com- 
pany to operate in New York City at 111 
Broadway. It is understood that this com- 
pany will confine itself to personal trusts 
and particularly in custodian accounts. The 
prime backers are the members of the in- 
vestment counsel firm of Scudder, Stevens & 
Clark which has been exceptionally success- 
ful in handling and giving investment ad- 
vice for wealthy clients and _ institutions. 
The capital will be $500,000, Among the ac- 
tive organizers is Colonel Daniel W. MacCor- 
mack who, until recently, had charge of the 
receivership department of the Irving Trust 
Company. Others associated with this new 
enterprise are: Elihu Root, Jr., Theodore T. 
Scudder, F. Haven Clark, Grenville Clark, 
Robert H. Gardiner, De Lancey Kane, Jay 
and Frederick Pope. 


The newly-chartered Equitable Trust Com- 
pany of New York, a subsidiary of the Chase 


National Bank of New York, has increased 
its capital stock from $1,000,000 to $2,000,000. 

Cornelius A. Pugsley, president of the 
Westchester County National Bank of Peeks- 
kill, N. Y.. recently celebrated his eightieth 
birthday. 
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BRANCH ACTIVITIES OF IRVING TRUST 
COMPANY 

The Park Avenue Office of the Irving 
Trust Company, which for more than eight 
years has been at Park Avenue and Forty- 
eighth Street, recently opened in new quarters 
at the southwest corner of Park Avenue and 
Forty-sixth Street, in the recently completed 
New York Central Building. The change 
was decided upon, because of the growing 
business coming to the institution through 
the remarkable development of the section 
immediately north of the Grand (Central 
Terminal during the last few years. 

The new office is approximately four times 
as large as the old, and has entrances from 
Park Avenue, Forty-sixth Street and Vander- 
bilt Avenue, as well as by an underground 
from Grand Central Terminal. 
A complete safe deposit department, with the 
vault on the main floor, is a new service 
feature made possible by the enlarged quar- 
ters. There is also an attractively furnished 
room for women customers, with special tell- 
ers’ windows. The office remains under the 
immediate supervision of Oliver C. Wagstaff, 
assistant vice-president 


passageway 


The Irving Trust Company has also opened 
a new banking office at 1823 Avenue M at the 
corner of East 19th Street, Brooklyn, thus 
extending its service to the Midwood-Not- 
tingham section of the Borough. This is the 
eighth Irving banking office in Brooklyn. 
The Avenue M_ office is under the super- 
vision of Stanley T. Wratten, vice-president 
and G. M. Koppel, Jr., is in immediate 
charge. 

Edward G. Sperry and Russell Cruikshank 
have become members of the Brooklyn Ad- 
visory Board of the Irving Trust Company. 
Mr. Sperry is the elder son of the late Elmer 
A. Sperry, inventor of the gyro compass. 
automatic pilot and stabilizer and is a direc- 
tor in a number of important corporations. 
Mr. Cruikshank is vice-president and direc- 
tor of the Cruikshank Company and direc- 
tor of the Almy Realty Corporation. 

The Irving Trust Company has leased 
large banking space on the second floor of 
the Empire State Building, now under con- 
struction on the site of the former Waldorf- 
Astoria Hotel, to which it will remove the 
business of its Fifth Avenue Office now lo- 
cated at the northwest corner of Fifth ave- 
nue and Thirty-fourth street. The lease was 
executed on behalf of the Empire State 
Building by former Governor Alfred E. 
Smith, president of Empire State, Inc. This 
building will be the tallest in New York. 


® 
sf 
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CAPITAL STOCK $1,000,000 
SURPLUS (carNED) $1,500,000 
HELD IN TRUST $45,000,000 


_ STRICTLY A FIDUCIARY INSTITUTION} 








BANK TAX SITUATION IN NEW YORK 

The effect of the proposed amendment 
pending before Congress to redraft Section 
5219 to meet the bank tax situation created 
by the Macallan decision, was recently dis- 
cussed by Commissioner Mark Graves of 
the New York State Tax Commission. Mr. 
Graves dwelt upon the new tax amendment 
so far as New York is concerned and said: 
“It will permit the state to amend its bank 
tax by imposing upon shares of bank stock 
what is called a ‘specific tax.’ The name 
‘specific tax’ is merely a designation; some 
other title might perhaps with equal pro- 
priety be employed. 

“This specific tax will be levied upon a 
base determined by adding together (1) divi- 
dends paid during the preceding year and 
(2) the amount by which the capital, surplus 
and undivided profits at the end of such year 
exceed the capital, surplus and undivided 
profits at the beginning of the year, less, of 
course, any additions to capital or surplus 
paid in by the stockholders during the year. 
That sum divided by the number of shares 
will produce the base for each share, and 
to it will be applied the rate—in our case 
41% per cent. Under the proposed statute, the 
rate may not be higher than the rate as- 
sessed upon other financial corporations, nor 
higher than the rate assessed upon mercan- 
tile, manufacturing and 
tions.” 


business corpora- 


The County Trust Company of New York, 
of which former Governor Alfred Smith of 
New York is chairman, has taken possession 
of its new building at 80-90 Eighth avenue. 

The Discount Corporation of New York 
reports resources of $193,810,199, including 
acceptances discounted of $150,871,737. Capi- 
tal surplus and undivided profits amount to 
$9,212,638. 
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Mercantile Trust Co. of Baltimore 


Established 1884 


Capital, $1,500,000 


Surplus and Undivided Profits, $4,600,000. 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


CAMPAIGN TO SECURE ENACTMENT OF 
UNIFORM FIDUCIARIES ACT 


For eight years unavailing efforts have 
been made to secure the enactment by the 
New York legislature of the uniform fidu- 
ciaries act which is designed to safeguard 
banks and trust companies receiving on de- 
posit or paying checks drawn by officials of 
corporations or other fiduciaries to their per- 
sonal order. At present the responsibility 
weighs on banks and trust companies to as- 
certain if such fiduciary checks are properly 
drawn. Opposition has mainly come from 
several large surety companies in the past, 
but it is understood that opposition from 
this source has been withdrawn. Commit- 
tees of the New York State Bankers Associa- 
tion and the New York Stock Transfer Asso- 
ciation are working together to secure pas- 
sage of the bill at the next session of the 
legislature. 


The Brooklyn Trust Company recently 
opened a new branch at 562 Flatbush av- 
enue, making the thirtieth office conducted by 
this company and the sixth new branch es- 
tablished this year. Henry L. Miller is 
manager of the latest addition. 

“New York’s New Tax on Estates” is the 
title of a booklet being distributed by the 
Central Hanover Bank & Trust Company of 
New York, supplementing a previous book- 
let descriptive of New York’s New Estate 
Law.” 

The Union Trust Company of North Tona- 
wanda, N. Y., has opened for business with 
capital of $250,000 and surplus $75,000. Fred- 
erick Robertson is president. 

George D. Rose will direct activities of 
the newly opened office of the Chase Securi- 
ties Corporation, affiliate of the Chase Na- 
tional Bank, New York City, which begins 
business in the Union Trust Building, Pitts- 
burgh, Pa. 


A. H. S. POST, President 


MARINE MIDLAND CORPORATION 
STOCK LISTING 

The Marine Midland Corporation, one of 
the largest bank holding organizations, has 
obtained permission to list its shares on the 
New York Stock Exchange. The corporation 
holds controlling interest in sixteen banks 
and trust companies, representing total as- 
sets of approximately $700,000,000, including 
the latest acquisition of the Marine Midland 
Trust Company of New York City, formerly 
the Fidelity Trust Company, which added 
$106,000,000 to the assets of the Midland 
Group, the parent institution of which was 
the Marine Trust Company of Buffalo. 

Listing of the stock of the Trans imerica 
Corporation of New York was recently ap- 
proved by the board of governors of the 
New York Stock Exchange. This involved 
the transfer of 24,800,000 shares of $25 par 
value to the big board. 


PROMOTIONS AT MARINE TRUST CO. 

The Marine Trust Company of Buffalo an- 
nounces a new director arid three promotions 
in the official staff. Bradley J. Gaylord, vice- 
president of Victor Common & Company, was 
elected to the directorate. Thomas Keator 
was made vice-president; William B. Der- 
rick, assistant vice-president, and Rudolph W. 
Grabau, assistant secretary in the trust de- 
partment, stock transfer division. 

Mr. Keator has been assistant vice-presi- 
dent of the Marine Trust Company. He 
came to the Buffalo Trust Company in 1922 
as assistant to the President and later was 
appointed assistant vice-president. Mr. 
Derrick was formerly with the M. & T. Trust 
Company and the Guaranty Company of New 
York. He has been with Marine Union In- 
vestors since 1929. Mr. Grabau was formerly 
with the Buffalo Trust Company and has 
been in the trust department for the past 
few years. 


as 
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CHATHAM PHENIX ALLIED CORPORA- 
TION ON PROFITABLE BASIS 

Notwithstanding the changes in the se- 
curity markets the Chatham Phenix Allied 
Corporation, the security affiliate of the 
Chatham Phenix National Bank and Trust 
Company of New York, has been able to 
show satisfactory earnings, due to sound 
management. This corporation started busi- 
ness on October 8, last year, with $50,000,- 
QOO cash from stock subscriptions and was 
in the fortunate position of having main- 
tained its fund intact while the stock mar- 
ket collapsed and thus being prepared to 
utilize its resources when securities hit the 
bottom. 

During the seven and a half months of 
initial operation the Corporation showed 
average monthly earnings of $264,170, equal 
to 6.3 per cent on working capital. An 
initial dividend of 50 cents was paid July 
first. The operation of this trust calls for 
no management fee aside from actual cost 
of operation and directors’ fees. 


The man- 
agement has the benefit of the same execu- 
tive direction which guides the Chatham 


Phenix National Bank and Trust Company, 
including Samuel Me Roberts, Louis G. Kauf- 
man and W. B. Joyce. 


INVESTMENT TRUSTS PROHIBITED FROM 
TRADING IN OWN SECURITIES 


As a further condition of listing invest- 
ment trust securities for trading on the New 
York Stock Exchange, the governing board 
has issued a ruling which prohibits invest- 
ment trusts from trading in their own stock 
either directly or through subsidiaries. The 
ruling reads: 

“Not to purchase or otherwise acquire for 
its own account, or indirectly through a sub- 
sidiary, shares of its common stock, howso- 
ever designated, otherwise than under excep- 
tional and special circumstances. In case 
any such purchase is made, to submit 
promptly to the committee on stock list all 
relevant facts in connection therewith in or- 
der that the committee may determine 
whether the number of listed shares shall be 
reduced by the amount so purchased and 
upon request of the committee to take such 
steps as the committee deems necessary to 
make such re-acquired shares unavailable for 
trading without further application.” 

The ruling is also intended to prevent sit- 
uations arising where considerable amounts 
of the stock of an investment trust may have 
been purchased for its own portfolio, leaving 
investors generally under a misapprenhension 
as to stock actually outstanding. 





UNITED 


FOUNDERS 
CORPORATION 





A holding company with 


substantial investments 


in public utility, msur- 
ance and other import- 


Controls 


tant fie lds. 
American Founders 
Corporation. 
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SOUTHWESTERN REPRESENTATIVE FOR 
BANKERS TRUST COMPANY 

J. Bert Easley has been appointed repre- 
sentative for the Bankers Trust Company 
of New York to handle contracts in Texas, 
Arkansas and Oklahoma. Mr. Easley was 
formerly connected with the City National 
sank of Dallas and subsequently with the 
Citizens National Bank & Trust Company in 
Los Angeles. Mr. Easley will make his 
offices in Dallas. 

Charles F. Salkeld and Francis W. Boehm, 
of the custodian department, have been ap- 
pointed assistant secretaries of the Bankers 
Trust Company. 


The building formerly occupied by the 
Postal Telegraph Company at 253 Broadway 
has been purchased by the Corn Exchange 
Bank Trust Company of New York. 

Theodore Rousseau, assistant manager of 
the Paris Office of the Guaranty Trust Com- 
pany of New York, has been decorated by 
the Legion of Honor. Mr. Rousseau is presi- 
dent of the American Club in Paris and was 
formerly secretary to the late mayor of New 
York City, John Purroy Mitchel. 
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NEW YORK BREVITIES 
Thomas A. Wilson, president of the Peoples 


Trust Company of Binghamton, has been 
elected vice-president for New York of the 
Trust Company Division, American Bankers 


Association. 

Henry F. Drollinger, vice-president of the 
Manufacturers & Traders Trust Company of 
Buffalo, has been elected New York vice- 
president of the American Bankers Associa- 
tion. 

Marcel van Zeeland, head of the new busi- 
ness department of the 
the National City 


Brussels Branch of 
Bank of New York, has 
been appointed manager of the investment 
department of the newly established Bank 
for International Settlements. 

Lee, Higginson & Company, investment 
bankers, have organized a partnership in 
France under the firm name of Lee, Higgin- 
son et Cie., with Paul G, Coyrtney as resi- 
dent partner in Paris. 

George Emlen Roosevelt, has been elected 
chairman of the advisory board of the 5th 
Avenue and 54th Street office of the Chemical 
Bank & Trust Company of New York. 

Walter P. chairman of the board 
of the Marine Trust Company, has been ap- 
pointed a member of an executive commit-- 
tee to vlan for Buffalo’s 
vance in 1952. 


Cooke, 


centennial obser- 


TRUST COMPANIES 


JOHN N. GARVER, JR. 








Appointed Manager Business Extension Department 
of Manufacturers and Traders Trust Company, 


of Buffalo. 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 
American Express Bank & Trust Co...$10,000,000 


ee ee Gr 5,000,000 
Anglo-South America Trust Co 1,000,000 
Banca Commerciale Italiana Trust Co 2,000,000 
Bank of Europe & Trust Co 1,000,000 
Bank of Sicily Trust Co.. 1,500,000 


Bankers Trust Co............. 
Bank of N. Y. & Trust Co. 
Bronx County Trust Co 


25,000,000 
6,000,00G 
1,550,000 


Brookiyn Trust'Co.............. 8,200,000 
Central Hanover Bank and Trust Co 21,000,000 
Chemical Bank & Trust Co.. 15,000,000 
City Bank Farmers Trust Co......... 10,000,000 
Corn Exchange Bank & Trust Co 12,100,000 


Corporation Trust Co.......... 
County Trust Co.. 
Empire Trust Co.. 


500,000 
4,000,000 
6,000,000 


Oe ho 6! re ... 2,000,000 
(ga ke 90,000,000 
JU ESOS TAY tC © a 3,000,000 
International Trust Co............... 3,200,000 
Irving Trust Co.. Aan tein nen 50,000,000 
mings County Trust Co.............. 500,000 
Lawyers Trust Co.............. . 8,000,000 
Manufacturers Trust Co............. 27,500,000 
Marine Midland..... Pees 2 See 10,000,000 
Oe Coe a te © re 12,500,000 
cag we sor veya tk 2,000,000 
Times Square Trust Co.....:........ 2,000,000 
Title Guarantee & Trust............. 10,000,000 
United States Trust Co.............. 2,000,000 


Surplus and 


Undivided 
Profits, 


June 30, 1930 


$5,130,000 
6.376,800 
752,500 
2,444,600 
941,200 
1,600,000 
86,321,400 
14,698,800 
1,193,900 
23,122,800 
84,136,100 
22,632,300 
13,777,900 
23,296,000 
157,800 
802,400 
729,300 
450,600 
206,385,500 
2,339,000 
5,217.900 
84,814,300 
6,410,400 
4,766,900 
58,944,800 
11,400,600 
35,688,400 
1,068,900 
452,800 
24,599,200 
27,000,700 


4, 
9, 
3, 


Deposits, 


June 30, 1930 


$19,192,100 
59,610,100 
7,540,400 
26,089,500 
14,633,500 
12,687,400 
733,882,100 
113,856,000 
24,254,800 
144,753,300 
649,129,900 
395,946,200 
43,996,500 
253,002,600 
95,400 
26,254,600 
72,999,000 
15.895,500 


1,371,462,700 


12,253,100 
15,210,300 
610,210,100 
30,323,000 
25,817,800 
377,867,700 
80,475,600 
326,303,800 
4,409,500 
5,292,100 
47,727,100 
58,911,300 


Par 


100 
100 
100 
100 
25 
100 
10 
100 
20 
100 
20 
10 
20 
20 
100 
20 
100 
100 
100 


Bid 


220 


308 
S85 
19 
13] 
605 


— wom 
Crn hoor 
WNhw aos 


- 


25 


550 
595 
170 
3 
48 
2800 
81 


235 
90 
19 

144 

3900 


Asked 














TRUST 


Philadelphia 


Special Correspondence 


PENNSYLVANIA FIDUCIARIES FAVOR 
UNIFORM PRINCIPAL AND INCOME ACT 
Pennsylvania trust company officers are in 
the main favorably disposed to the provi- 
sions of the proposed Uniform Principal and 








Income Act, submitted at the last annual 
conference of Commissioners on Uniform 
State Laws. which seeks to determine what 


is principal and what is income as regards 
the respective interests of life tenant and 
remainderman in trust estates. The pro- 
posed act was published in full in the De- 
cember, 1929, issue of Trust COMPANIES and 
study of the text impresses trust officers that 
it may he safely employed as a basis for a 
bill to be presented at the 
the Pennsylvania legislature. 

A Uniform Principal and Income Act is 
especially needed in Pennsylvania where 
methods employed in past years have given 
a great deal of difficulty in determining the 
proper division between principal and income 
dividends. The situation became 
more involved as a result of the appeal and 
the decision in the Nirdlinger Estate 
The attitude of trust companies is 
that they would not be justified in making 
distribution of dividends as income, 
particularly where any substantial amount 
is involved, without an adjudication of the 
Orphans Court. As a consequence misunder- 
standings arise with life tenants. Misunder- 
standing arises on the part of clients who 
would be entirely reasonable and_ satisfied 
if there was some easily understood basis 
of division, such as a determination by legis- 
lative enactment and meeting with judicial 
sanction. 

A bill was introduced in the last Pennsyl- 
Vania legislature and passed both houses, 
which was intended to clarify the situation. 


pro] osed next 


session of 


of stock 


ease. 
eeneral 


stock 


The measure was vetoed. however, by the 
governor on the ground that it would not 


distinguish between income properly belong- 
ing to the corpus of the estate, such as aris- 
ing from increment in value and liquidation 
and income which unquestionably arises from 


earnings. The governor recommended that 
further legislation on the subject should 


await the results of proposed uniform laws 
approved by the Conference of Commission- 
ers on Uniform State Laws. 


The West Norristown National Bank and 
Trust Company is being organized in Nor- 
ristown, Pa., with capital of $125,000. 


COMPANIES 


STATEMENT OF PENNSYLVANIA CO. 

The Pennsylvania Company for Insurances 
on Lives and Granting Annuities Trust Com- 
pany in its latest financial statement of June, 
shows an increase in deposits of over $24,- 
000,000 ; on March 29, the date of their last 
published statement, the company’s deposits 
amounted to $182,279,643, while the present 
statement shows $206.532.195. The com- 
pany’s resources increased during the same 
period from $236,011,.887 to $263,097,862. 


RULING ON TRUST COMPANIES AS 
SURETIES 


Trust companies cannot act as sureties on 
bonds of tax collectors in Pennsylvania, ac- 


cording to a ruling recently made by the 
attorney-general’s department. The reason 
given by Deputy Attorney General H. D. 


Saylor in an opinion to Peter G. Cameron, 
state secretary of banking, is that a tax col- 
lector is not a fiduciary. and hence a trust 
company does not have the right to become . 
surety on his bond. 


LIVING TRUST AS PROTECTION AGAINST 
DEPRECIATION OF ESTATE 


Recently a widow, desiring to safeguard the 
estate left by her late husband, appointed the 
Girard Trust Co. of Philadelphia as trustee 
under a living trust to manage her investments. 
When the trust officers examined her securi- 
ties they discovered that some of her bonds 
had depreciated as much as 50 per cent. The 
$200,000 in securities left by the husband 
only a few years ago showed a present worth 
of only $160,000. The widow herself had no 
idea of the serious loss she had sustained. 

It is safe to say that if the protection of 
trust service and especially of a living trust 
arrangement had been provided this estate 
would have avoided its earlier both 
as to principal and income. 


losses, 


A bill will be presented at the next ses- 
sion of the Pennsylvania legislature seeking 
annual appropriation of $1,000,000 from the 
Commonwealth for the development of the 
port of Philadelphia, including 
service to European destinations. 

The five mutual savings banks of Phila- 
delphia report an increase of $9,060,000 in 
savings deposits during the first half of the 
year with total of $415,311,000. 

The Chamber of Commerce of Philadelphia 
has merged its Credit Clearance Bureau with 
the Commercial Reference Company, Inc., 
under the title of the Philadelphia Credit 
Bureau, Ine., which will centralize credit in- 
formation for retail merchants 
bankers. 
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OFFICIAL PROMOTIONS AT PROVIDENT 
TRUST COMPANY 

Two well-deserved promotions were re- 
cently made at the Provident Trust Company 
of Philadelphia, namely the advancement of 
R. E. MacDougall and A. Douglas Oliver, 
both ex-service men in the last war, to the 
offices of assistant trust officer. 

Mr. MacDougall was first associated with 
the Pennsylvania Warehousing & Safe De- 
posit Company and joined the Provident staff 
in February, 1917. During the World War 
he was engaged in submarine service and 
after the close of the war returned to the 
Provident and specialized in accounting, and 
subsequently in the administration of estates. 
Later he entered the new business depart- 
ment and also attended to advertising work. 
He is a director of the Philadelphia Chapter 
of the American Institute of Banking. 

Mr. Oliver’s promotion is also most favor- 
ably received by his associates at the Provi- 
dent and by members of the Financial Adver- 
tisers Association, of which he has been an 
active director since 1927. He was born 
abroad and has traveled extensively. In 
1919 he received a B.S. degree from Haver- 
ford College, Pa. and after returning from 
service with the British Army in France and 
Belgium during the war, he engaged for a 
time in relief work in the Near East. Mr. 


Oliver was the first to develop extensively 
the case method of describing actual experi- 
ences in trust advertising and he is recog- 
nized as one of the foremost authorities as 
well as writers on the subject of fiduciary 
advertising. 


MERGER OPERATIONS OF BANKERS 
TRUST COMPANY 

The Bankers Trust Company of Philadel- 
phia has concluded another one of a series 
of mergers with banks and trust companies, 
the latest being the absorption of the Bank 
of Philadelphia & Trust Company. This 
union brings the Bankers Trust Company 
among the ten largest banks in the city, with 
deposits of approximately $48,000,000, and 
resources around $60,000,000 and with a 
chain of twenty offices serving over 100,000 
depositors. Samuel H. Barker, who has head- 
ed the Bankers Trust Company since its or- 
ganization, remains as president, and Leon 
Lewis, who was president of the Bank of 
Philadelphia & Trust Company, has been 
elected a director and vice-president. 


The Altoona Trust Company of Altoona, 
2a., has awarded contracts for extensive al- 
terations and additions to its present bank- 
ing quarters. 





R. E. MAcDOUGALL 


Who has been appointed Assistant Trust Officer of the 
Provident Trust Co. of Philadelphia 


A. DOUGLAS OLIVER 


Who has been appointed Assistant Trust Officer of the 
Provident Trust Co. of Philadelphia 
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Resources over $50,000,000 
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JOSEPH WAYNE COMPLETES FORTY 


YEARS IN BANKING 

Joseph Wayne, Jr., president of the Phila- 
delphia National Bank was recently the re- 
cipient of congratulations from his numerous 
friends on the occasion of his fortieth an- 
niversary in active banking service. The 
directors of the Philadelphia National ob- 
served the anniversary by presenting Mr. 
Wayne with a handsome silver set, bearing 
the inscription: ‘Presented to Joseph Wayne, 
Jr.. by the members of the board of directors 
of the Philadelphia National in appreciation 
of forty years outstanding service to Girard 
National Bank, Philadelphia Girard Bank 
and the Philadelphia National Bank, August 
$, 1930.” 





JOSEPH WAYNE, JR. 
President, Philadelphia National Bank, Philadelphia 


The affection and high regard in which 
Mr. Wayne is held by his associates and fel- 
low bankers in Philadelphia was also mani- 
fested by numerous floral tributes. In ad- 
dition to guiding the affairs of the largest 
bank in Pennsylvania he is president of the 
Philadelphia Clearing House and a director 
of the Federal Reserve Bank of Philadelphia. | 
He has been influential in the councils of 
the American Bankers Association and is 
a former president of the Pennsylvania Ban- 
kers Association. Among his directorate con- 
nections are the following: The Provident 
Trust Company, Germantown Trust Company 
and the Philadelphia Savings Fund Society. 

Mr. Wayne entered the Girard National 
Bank as a clerk in August 4, 1890 and the fol- 
lowing year he was promoted to eashier and 
at that time was the youngest bank cashier 
in Philadelphia. In 1914 he was elected 
president and when the Girard was com- 
bined with the Philadelphia National in 1926, 
Mr. Wayne continued as president. 


LEVI L. RUE RETIRES 


On the seventieth birthday of his birth, 
July 14th, Levi L. Rue, one of Philadelphia’s 
most distinguished bankers, formally relin- 
quished his office and duties as chairman of 
the board of the Philadelphia National 
Bank. Mr. Rue retires at his own request, 
as announced three months ago, but will con- 
tinue as a director of the bank in which he 
began his banking career fifty-two years ago 
as a messenger and at a salary of $300 per 
annum. His advancement was through the 
various offices, becoming cashier in 1894 and 
president in 1907. In April, 1926, when the 
Philadelphia National was merged with the 
Girard National Bank, Mr. Rue became chair- 
man of the board. Two vears later when the 
consolidated bank merged with the Franklin- 
Fourth Street National Bank he was elected 
to the chairmanship. 
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JOSEPH WAYNE ELECTED DIRECTOR OF 
PENNROAD CORPORATION 

Election of Joseph Wayne, Jr., president of 
the Philadelphia National Bank, and James 
S. Alexander of New York, as voting trustees 
of the Pennroad Corporation, was recently 
announced. Mr. Wayne succeeds Jay Cooke 
who resigned as a voting trustee, but re- 
mains as a director of Pennroad Corporation. 
Mr. Alexander succeeds General W. W. At- 
terbury who resigned as a voting trustee, 
but also remains a director of Pennroad. 

In about a year’s time Pennroad Corpora- 
tion has grown to be practically a $140,000,- 
000 corporation, while its voting trust cer- 
tificates are in the hands of roundly 145,000 
holders. Last March, in recognition of the 
increasing diversification of the corporation’s 
investments, the board was enlarged by the 
election of A. H. S. Post, president of the 
Mercantile Trust Company of Baltimore; 
Philip Stockton, president of the First Na- 
tional Bank of Boston, and Mr. Alexander 
of New York. 


The Pennsylvania National Bank and the 
Pennsylvania Savings Bank of Lawrenceville, 
Pa., have been consolidated as the Pennsyl- 
vania Bank & Trust Company. 

William B. Reed has been elected secretary 
and treasurer of the Central Trust Company 
of Altoona, Pa., in addition to his duties as 
trust officer, 

W. Le Mar Talbot. president Fidelity Mu- 
tual Life Insurance Company, has been elec- 
ted a director of the Real Estate Trust Com- 
pany of Philadelphia. 


TRUST COMPANIES 


PHILADELPHIA BREVITIES 

The Franklin Trust Company of Philadel- 
phia reports resources, $51,523,079; deposits, 
$39,614,000 ; capital, $3,000,000; surplus and 
undivided profits, $8,011,000. 

The Integrity Trust Company of Philadel- 
phia reports resources of $83,450,927 and 
deposits $62,820,000, representing an increase 
of twelve million since the first of the year. 
Capital is $2,987,920; surplus, $14,000,000 
and undivided profits $1,996,285. 

The Provident Trust Company of Phila- 
delphia reported at the close of the half-year 
total resources of $53,616,000 and deposits 
of $29,652,000, showing gain of over four 
millions since January Ist. Capital is $3,200,- 
000; surplus, $12,260,000, and undivided prof- 
its, $5,025,046, 

An increase of six millions in deposits dur- 
ing the first half of the current year is shown 
in the last financial statement of the Real 
Estate-Land Title & Trust Company of Phila- 
delphia, bringing deposit total to $51,097,000, 
with resources of $77,295,000. Capital is 
$7,500,000 ; surplus, $15,000,000 and undivided 
profits $1,965,869. 

P. T, Davis, former vice president, has 
been elected president of the Clearfield Trust 
Company of Clearfield, Pa., succeeding 
George R. Bigler, resigned. Mr. Davis has 
been associated with the company since its 
incorporation in 1902. The Clearfield Trust 
Company has combined banking and trust 
assets of $6,196,650. 

D. Breaden Douthett has succeeded Louis 
B. Stein, resigned, as vice-president of the 
Butler Savings & Trust Co. of Butler, Pa. 








CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
ND RID ch i oc eb wie ea wiwiwne elec $1,218,181 
Bankers Trust ... 4,876,800 
Central Trust & Savings 1,000,000 
Continental Equitable... .. 1,000,000 
Fidelity-Philadelphia Trust Co 6,700,000 
Frankford Trust Co 500,000 
SS EE © 3,000,000 
Germantown Trust 1,400,000 
Girard Trust Co 4,000,000 
Industrial Trust Co 881,818 
eer 2,987,920 
Kensington-Security Bank & Trust ... 1,300,000* 
Ninth Bank and Trust.............. 1,375,000 
North Philadelphia Trust 500,000 
ES en 500,000 
Northwestern Trust Co 200,000 


Mar. 17, 1930 Mar. 17, 1930 Value 


26,472,892 


17,715,708 


15,996,285 


Surplus 


Undivided 


Profits Par Last 
Sale 
$6,603,588 10 11 
34,242,206 ro 
9,387,906 10 
17,326,706 5 
91,797,219 100 
10,798,948 10 
38,500,013 10 
21,855,489 10 
61,300,423 10 
16,519,732 10 
61,629,087 10 
22,143,978 50 
23,594,462 10 
8,632,684 50 
13,118,237 100 
9,607,284 10 


Date of 
Sale 


7-30-30 


Deposits 


$732,997 
2,557,424 
2,002,691 
3,093.932 


"24 


2,165,793 
8,011,400 
4,230,447 7-30-30 
7-30-30 
1-29-30 
7-30-30 
5-21-30 
5-11-30 
5-28-30 
4— 9-30 
5-14-30 


4,453,328 


4,119,697* 
3,268,857 
1,540,975 
4,167,845 
2,685,451 


Penna Co. for Insurances 8,232,400* 
Provident Trust 3,200,000 
Real Estate Land Title and Trust..... 7,500,000 
Real Estate Trust 3,131,200 
United Security Trust 750,000 


39,896,743* 
17,285,046 
16,965,869 
2,440,390 
837,248 


168,645,830 10 
26,687,239 100 
41,720,182 10 
6,184,020 100 
11,030,728 100 


6-25-30 
2-19-30 
7-30-30 


*Figures as of June 30, 1930. 
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ASSOCIATED WITH UNIT OF GUARDIAN 
UNION DETROIT GROUP 


A. R. Johnson, formerly assistant vice- 
president of the Metropolitan Trust Com- 
pany of Detroit, has become associated with 
the First National Bank & Trust Company 
of Kalamazoo, Mich., a unit of the Guardian 
Union Detroit Group. He is assistant to 
Harold B. Allen, vice-president and trust offi- 
cer in trust development work. 

Mr. Johnson has had an experience of 
thirteen years in trust department work, a 
major portion of which time has been spent 
in the developing new trust business. Prior 
to his present connection Mr. Johnson was 
manager in charge of estates of the Western 
Trust Company, head Winnipeg, 
Manitoba, manager of the business extension 
department of the Guaranty Trust Company 
of Detroit and later assistant vice-president 
in charge of new business and advertising of 
the Metropolitan Trust Company of Detroit. 

Mr. Johnson has been very active in the 
work of American Institute of Banking hav- 
ing served on the board of governors of the 
Detroit Chapter for two years, and also on 
the educational committee for one year, also 
editor of the Detroit Chapter “Review.” 
During the war Mr. Johnson secured Second 
Lieutenant’s Commission in the Royal Air 
Force. 


office in 


GENERAL MOTORS EARNINGS 

“Net earnings of General Motors Corpora- 
tion, including equities in the undivided prof- 
its of subsidiary and affiliated companies not 
consolidated, for the second quarter amounted 
to $55,586,768. This compares with $89,949,- 
323 for the second quarter of last year. After 
deducting dividends on preferred and deben- 
ture stocks amounting to $2,410,142, there re- 
mains $50,976,626, being the amount earned 
on the common shares outstanding. This is 
equivalent to $1.17 per share on the com- 
mon stock as compared with $2.01 per share 
for the corresponding period of 1929. In ad- 
dition to the above there is a non-operating, 
non-recurring profit of $9,517,948 resulting 
from the sale of 1,375,000 shares of General 
Motors common stock to General Motors 
Management Corporation in accordance with 
action taken by the stockholders at a special 
meeting held March 5, 1930. 


The Lincoln National Bank and Trust 
Company of Fort Wayne, is one of Indiana’s 
fastest growing banks. Latest statement 


Shows resources, $16,249,000; deposits, $11,- 
913,000; capital, $1,000,000; surplus and un- 
divided profits, $1,231,231. 
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In PITTSBURGH 


The Peoples-Pittsburgh 
Trust Company is thor- 
oughly organized in every 
department to render 
expert service. 


It has a capital and sur- 
plus of $20,300,000, a 


large directorate of rep- 


resentative business men 
and an executive force 
fully acquainted with 
the local situation. 


Correspondence Solicited 


PEOPLES-PITTSBURGH 
TRUST CO. 


The Oldest Trust Company in Pittsburgh 








Established 1867 
PITTSBURGH, PA. 





ELIMINATING ERRORS AT THE 
SAVINGS WINDOW 

The National posting machine produced by 
the National Cash Register Company of Day- 
ton, O., has solved most of the common 
problems of protection encountered at the 
savings window. This machine posts pass- 
books and ledger card in one operation and 
prints every entry in unchangeable figures as 
well as audit-strip record of every transac- 
tion and keeps totals of all withdrawals and 
deposits. 

This machine eliminates the possibility of 
one entry being made in the passbook and 
a different entry being made on the ledger 
card. It makes impossible the changing of 
an entry because every figure and letter is 
printed in indelible ink. Balances are quick- 
ly obtained because the machine provides a 
predetermined total of deposits and with- 
drawals taken in by each of two tellers. 
These totals are under the control of a lock, 
the key to which is carried by an officer of 
the bank. 


The Lincoln Bank and Trust Company of 
Louisville, Ky., has resources of $9,820,000; 
deposits, $8,311,000; capital, $750,000; sur- 
plus and profits, $601,631. 
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Pittsburgh 


Special Correspondence 


TRUST BUSINESS MOUNTS STEADILY IN 
PITTSBURGH 

While banking operations reflect fluctuat- 
ing business conditions the trust departments 
of leading Pittsburgh trust companies and 
banks register uninterrupted growth. No- 
table increases in the volume of trust funds 
under administration are indicated in the 
latest financial statements the Union Trust 
Company reports trust funds of $359,677,000, 
a gain of $10,182,000 since the middle of 
March. Corporate trusts of $876,938,000 rep- 
resent a gain of $83,463,000. Transfer 
agency and registrar business covers securi- 
ties valued at $1,837,733,000. 

The Peoples-Pittsburgh Trust Company re- 
ports banking resources of $93,212,000; trust 
funds aggregating $116,036,000, exclusive of 
real estate and acts as trustee under cor- 
porate mortgages with value of $60,936,000. 
The Colonial Trust Company accounts for 
banking resources of $34,497,000; trust funds, 
$28,561,000 and corporate trusts of $112,320,- 
000. The Commonwealth Trust Company has 
banking resources of $18,229,000 and trust 
funds of $38,244,000. The Bank of Pitts- 
burgh, N. A., holds trust funds of $29,712,000 
and corporate trusts of $12,374,000. The 
Union National Bank reports trust funds 
amounting to $26,575,000 and acts as trustee 
under corporate mortgages having value of 
$5,285,000. 


PITTSBURGH AS HOST TO A. I. B. 

The selection of Pittsburgh as the con- 
vention city for the American Institute of 
Banking next year, is gratifying to the local 
banking fraternity and Institute members. 
This will be the first time that the Institute 
has selected Pittsburgh and preparations are 
already under way to make the convention 
a huge success. The decision to meet in 
Pittsburgh was made at the recent annual 
convention in Denver and following an in- 
vitation extended in behalf of the local chap- 
ter and the Pittsburgh Clearing House by 
Howard E. Reed, vice-president of the Fi- 
delity Trust Company. 





The business of the First National Bank 
and the Bedford County Trust Company of 
Bedford, Pa., has been combined under the 
title of First National Bank & Trust Co. 

The Peoples Savings & Trust Company of 
Hazelton, Pa., has completed twenty-five 
years of service. 


FOREMAN-STATE 
TRUST AND SAVINGS BANK 


ACTS AS 


TRUSTEE 
TRANSFER AGENT 
REGISTRAR 
DEPOSITORY 
FISCAL AGENT 


and in all other corporate fiduciary 
capacities. 


33 North LaSalle Street 
CHICAGO 











POTTER TITLE AND TRUST COMPANY 

Consistent and steady in its growth the 
Potter Title & Trust Company of Pittsburgh 
shows an increase of approximately one-half 
million of dollars in deposits during the year, 
making total of close to ten millions. The 
company began business with $500,000 capi- 
tal and surplus and now has $1,503,000 in- 
cluding undivided profits and $94,450 re- 
served, the difference all earned, and the 
trust department has $7,930,000 in addition 
to being trustee under mortgage in the sum 
of $2,451,000. The Potter Title & Mortgage 
Company, an affiliated company, shows re- 
sources of $3,672,000, so that the total of the 
two companies is over $23,000,000. John E. 
Potter, president of the Pennsylvania Title 
Association, is the founder and president of 
both. 


During the last six months the Colonial 
Trust Company of Pittsburgh has registered 
an increase of $2,000,000 in deposits to total 
of $25,682,000, with trust funds of $28,500,000 
and $112,320,000 corporate trusts. 

The Dollar Savings & Trust Company of 
Pittsburgh reports deposits of over $13,000,- 
000, resources $16,703,000, and trust funds 
$8,846,000. 


seam 





TRUST COMPANIES 


Boston 


Special Correspondence 
GROWTH OF TRUST BUSINESS IN 
BOSTON 
General business may be slow but the ac- 
tivity of trust departments continues in 
high gear, judging from the latest returns 
made by the trust companies of Boston. The 
four largest trust companies which adminis- 
ter over $603,000,000 of the total of $662,- 
547,000 trust department assets reported by 
all Boston 


trust companies, reveal a gain 
during the first half of the year of over 
$45,000,000. The total for Boston now ex- 


ceeds the aggregate of trust business re- 
ported by all trust companies in Massachu- 
setts at the close of 1928. 

The Old Colony Trust Company leads with 
$255,800,729 trust department assets, exclu- 
sive of corporate trusts, as against $207,060.- 
000 at the beginning of the vear. The Boston 
Safe Deposit & Trust Company, which has 
been running up a big score, has crossed the 
$200,000,000 line, with trust assets of §200,- 
145,419 as compared with $189,531,936 at the 
close of last year. The New England Trust 
Company reports $119,660,389, a gain of 
$2,662,000. The State Street Trust Company 
registers $48,207,638, an increase of nearly 
four millions. 

Noteworthy growth is shown also by the 
newer trust companies which are the out- 
growth of important local private banking 
firms. The Kidder Peabody Trust Company 
reports trust assets of $14.568,000; Lee, Hig- 
ginson Trust Company, $18,005,000; Harris 
Forbes Trust Company, $5,192,003 and the 
Fiduciary Trust Company, $1,173,000; Day 
Trust Company, $4,574,800. Large holdings 
of trust funds are also administered by the 
Atlantic National Bank and the National 
Shawmut Bank. 

Within the year the American Trust Com- 
pany & Beacon Trust Company have been 
absorbed, the former by the First National 
Bank and the latter by the Atlantic National. 


CONCENTRATION OF BANKING RE- 
SOURCES IN MASSACHUSETTS 

While the concentration of banking re- 
sources and organization of banking groups 
has been less spectacular in Massachusetts 
than in some other states, the movement 
has nevertheless assumed very definite pro- 
portions. The state commissioner of banking, 
Roy A. Hovey, in his last annual report, sub- 
mits some interesting figures on the subject. 
He states that there are at least five major 
zroups of banks and trust companies which 
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Loring’s 
Trustees’ Handbook 


FOURTH EDITION 


By AUGUSTUS P. LORING 
of the Boston Bar 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short, 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in many Cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 


cisions of the various states. 
have been added. 


Over 900 new cases 
One Volume, Limp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 











control 43 per cent of the aggregate banking 
power of the commonwealth. These five 
groups have command of $1,135,769,000 re- 
sources, embracing 45 banks and including 
17 trust companies or state chartered insti- 
tutions. 

“Of the consolidations in Massachusetts,” 
says Commissioner Hovey, “only two have 
been effected which involve trust companies, 
the most important being the arrangement 
between the Old Colony Trust Company and 
the First National Bank of Boston. By the 
terms of this arrangement the commercial 
banking business of the Old Colony Trust 
Company has been merged with that of the 
First National Bank of Boston, but the char- 
ter of the former has been retained and un- 
der it the fiduciary business of both banks 
will be eonducted. This consolidation of our 
largest trust company with the largest na- 
tional bank in the Commonwealth will be 
reflected in future reports through material 
reductions in aggregate capital and assets 
of trust companies.” 


The Medford Trust Company of Medford, 
Mass., is increasing its capital from $600,- 
000 to $700,000. 





TRUST COMPANIES 


MAINE’S GROUP BANKING 
ORGANIZATION 


Group banking has acquitted itself with 
marked success in Maine where the so-called 
Financial Institutions, Incorporated controls 
a number of the most successful banks and 
trust companies operating in that state with 
combined resources at the close of last year 
of $80,157,000; deposits, $70,326,000; capital. 
surplus and undivided profits, $8,058,639. 
Total resources of this group increased 18.9 
per cent during the past four years. There 
are fourteen institutions associated with this 
group including the Fidelity Trust Company 
of Portland, Augusta Trust Company, First 
National Granite Bank of Augusta, State 
Trust Company of the same city and other 
banks and trust companies located in lead- 
ing centers. 


DAY TRUST COMPANY IN HANDSOME 
QUARTERS 


The Day Trust Company which was or- 
ganized by members of the firm of R. L. Day 
& Company of Boston, has taken possession 
of attractive quarters in the building at 45 
Milk Street which was formerly occupied by 
the old International Trust Company. Ex- 
tensive alterations have been made and ex- 
ceptional good taste has been shown in the 
interior arrangement, both for the conven- 
ience of clients as well as the staff. 

The Day Trust Company has made notable 

growth during its brief period since open- 
ing for business. A recent statement shows 
financial resources of $8,081,899, with de- 
posits of $5,268,800; capital and = surplus 
$2,785,000. The trust depart- 
ment has assets of approx!- 
mately four and a half millions 
and is directed by a_ specia! 
committee consisting of Henry 
B. Day, William N. Goodnow, 
George TP. Fogg, Charles Alden 
and Joseph H. Soliday. The 
officers of the Day Trust Com- 
pany are as follows: Henry B. 
Day, president; George P. Fogg, 
vice-president ; William N. 
Goodnow, vice-president: Wil- 
son D. Clark, Jr., vice-president 
and treasurer; Henry D. Stev- 
ens, assistant treasurer and 
secretary; Carlton L. Ellison, 
trust officer. 

Henry Ware has been added 
to the board of the Day Trust 


Cooperation in Connecticut 
in line with the best New 
England traditions. 


HARTFORD-CONNECTICUT 
TRUST COMPANY 


Old State House Square 


Oldest Trust Company in Connecticut 
ARTHUR P. DAY NATHAN D. PRINCE 


Chairman, Board of Directors President 





“The Rights of Holders of Municipal Se- 
curities and How They Are Enforced,” is the 
subject of an instructive article by David M. 
Wood in the current The Colonist, 
published by the First National Old Colony 
Corporation of Boston. 


issue of 


INTERIOR VIEW OF THE OFFICES OF THE DAy TRUST COMPANY 


Company. 


OF BOSTON, MASSACHUSETTS 













EVERETT TRUST COMPANY TO JOIN 
OLD COLONY ASSOCIATES 

Stockholders of Everett Trust Company 
of Everett, Mass., have approved affiliation 
of that institution with the Old Colony As- 
sociates, a subsidiary of the First National 
Old Colony Corporation of Boston. Ferdi- 
nand M. Holmes retires as president of the 
Everett Trust Company and will be suc- 
ceeded by Joseph C. Allen, former bank com- 
missioner of Massachusetts and more recent- 
ly vice-president in charge of the American 
Trust branch of the First National Bank of 
Boston. 


REPRODUCTION OF FIRST NATIONAL 


MURALS 
The attractive mural paintings which 
adorn the walls of the main banking room 
of the First National Bank of Boston, have 


been reproduced in color and distributed in 
booklet form with explanatory text matter. 
These murals give emphasis to marine sub- 
which the heart of New 
Englanders. The series of murals traces the 
history of shipping, with a representation 
of the ancient port of Tyre, the Elizabethan 
galleon, the clippers of the earlier American 
shipping days and lastly the tramp steamers. 


jects are close to 


Luther J. MeGilvray, one of the pioneer 
field agents of the John Hancock Mutual Life 
Insurance Company of Boston, has been ap 
pointed district manager at Los Angeles. 
Mr. MeGilvray opened up the company’s 
offices on the Pacific Coast in 1926. 

Nathan ID. MeClure and Frank B. Wales 
have been elected vice-president and assistant 
treasurer, respectively, of the Shawmut Cor- 
poration of Boston, Mass., and will 
charge of the Chicago office. 


have 


TRUST COMPANIES 


TRUST DEPARTMENT EMPLOY- 
MENT EXCHANGE 


Frequent requests come to TRuST 
COMPANIES Magazine from banks and 
trust companies for information as to 
qualified trust officers or personnel, 
either to fill vacancies or to aid in 
establishing or developing trust depart- 
ment service. Likewise numerous ap- 
plications are filed with Trust Com- 
PANIES from men with trust department 
experience or who wish to take up this 
work. 

To assist trust departments of banks 
and trust companies in securing effi- 
cient trust officers or aids and to place 
applicants in touch with prospective 
openings, facilities have been provided 
by Trust COMPANIES for an exchange 
of confidential information. This serv- 
ice is provided without any charge 
whatever and is solely for the conve- 
nience of trust departments and appli- 
cants for trust department positions. 

To those availing themselves of this 
exchange service it is requested that 
detail information be submitted as to 
requirements or qualifications. 
Address: Trust Employment Exchange, 

TRUST COMPANIES Magazine, 

55 Liberty Street, New York City. 











A new building has been completed for the 
Woonsocket office of the Rhode Island Hos- 
pital Trust Company of Providence, R. I. 

The Malden Trust Company of Malden, 
Mass., reports banking resources of $10,211,- 
and trust department of 
$1,475,864. 


-—\=— 
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resources 





Capital 
Beamon Wrist Co: 255s s.cissc sks ops «0s seo ee 
Boston Safe Deposit and Trust Co....... 2,000,000 
CRRINONEOR C TUIBG BIO. cise cee cles Wbuseein ds 200,000 
OT a eee ee 100,000 
Commerce and Trust Co............6- 1,000,000 
NT IMMERE MOND 5 x oa. 9 w alo: 604.415.5015. 4094.20! DO 
RimeO VOB NSO. 55>. 026s sas oss 0 8% 1,500,000 
ae tO: er 500,000 
Bieeese Pores LIMBG CO... .. i cscs cesses 500,000 
3 ee io A Te 200,000 
Kidder Peabody Trust Co.............. 500,000 
Lee Higginson Trust Co. ..66..6.666c8e. 500,000 
New Engiand Trust Co................ 1,200,000 
UE eT a bo 6 5,000,000 


State Street Trust Co...... 6... ... cee cee 3,000,000 
United States Trust Co 2,500,000 


CONDITION OF BOSTON TRUST COMPANIES 





Surplus and 
Undivided Profits, 
June 30, 1930 
$3,060,991.72 
3,751,293.09 
53,762.26 
255,559.47 
387,295.86 
285,466.67 
,084,909.23 
587,819.92 
142,643.38 
94,080.03 
286,174.59 
702,646.97 
3,933,344.64 
5,249,943.29 
4,329,440.98 
3,531,297.45 


Assets, 
Trust Dept. 
June 30, 1930 

$437,330.60 
200,143,419.29 


Deposits, 
June 30, 1930 
$24,673,105.22 
20,520,550.80 

1,038,111.78 

910,483.29 
4,996,221.03 
5,239,318.52 
5,963,015.42 
275,000.00 
3,306,300.79 
1,914,031.97 
4,456,022.05 
10,945,976.42 
31,078,090.75 
3,745,376.24 
61,398,466.86 
8,736,924.49 


943,488.32 
4,574,899.06 
1,419,090.32 
1,173,533.62 
5,192,003.13 
88,022.13 
14,562,017.97 
18,005,314.02 
119,660,389.48 
235,800,729.35 
48,207 ,633.68 
10,338,323.82 
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TRUST COMPANIES 


Chicago 
Special Correspondence 


LIFE INSURANCE TRUSTS EXEMPT FROM 
INHERITANCE TAX IN ILLINOIS 


A ruling to the effect that life insurance 
trusts are exempt from inheritance tax under 
the laws of Illinois was rendered recently by 
Attorney General Oscar E, Carlstrom. Com- 
menting on a brochure issued by the Cor- 
porate Fiduciaries Association of Chicago 
and replying to President Frank F. Taylor 
of the Association, the Attorney General 
stated : 

“T have given my personal attention to 
your brochure of recent date presenting the 
question as to whether life insurance trusts 
should be subject to inheritance taxes in the 
State of Illinois, and setting forth at length 
the opinions of some of the outstanding law 
firms of Chicago holding that such trusts 
should not be deemed and held to be sub- 
ject to inheritance or succession taxes in 
this State. 

“Article 21 of the Illinois Inheritance Tax 
Regulations of 1928, prepared and published 
by the Attorney General of Illinois, correctly 
states the law in my opinion. The exemption 
of the proceeds of life insurance policies 
(where such proceeds do not run to the es- 
tate of the decedent assured directly or in- 
directly) from the burden of inheritance 
taxes rests upon sound public policy. This 
exemption, for evident and cogent reasons, 
should be continued and protected. The mere 
fact that the assured trustees the policy 
and proceeds thereof to insure to the actual 
beneficiary the enjoyment of the purchased 
protection ought not to be held to defeat this 
very wise exemption. In my opinion the 
creation of an insurance trust and the exe- 
cution of a trust agreement therefor for the 
benefit of the actual beneficiary constitutes 
in no sense a new or separate transfer to 
take effect upon the happening of death 
within the meaning of the Inheritance Tax 


Copyright, S. W. Strauss & Co. 


Act, but is merely a protective incident to 
the designation of the real beneficiary. 

“Lengthy discussion could be indulged in 
but the above is the gist of the whole ques- 
tion as I see it, and the policy of the Attor- 
ney General’s Office will be to continue, as 
heretofore, to hold such life insurance trusts 
exempt from inheritance tax.” 


RECORD OF CLOSED BANKS IN ILLINOIS 

According to the Auditor of Public <Ac- 
counts of the Illinois State banking depart- 
ment, sixty-eight banks closed their doors 
in Illinois since June 30, 1929: These banks 
were closed at the request of boards of di- 
rectors and due to heavy withdrawals. Dur- 
ing the period from June 30, 1929, to Decem- 
ber 31, 1929, twenty suspended operations 
and forty-eight from December 31, 1929, to 
June 30, 1930. Of this number forty-three 
have been placed in the hands of receivers 
for final liquidation. The deposit liability of 
twelve has been sold to some banking insti- 
tution while three were reorganized and 
have reopened their doors. Ten are still in 
the hands of the department awaiting final 
disposition. In addition to the above, there 
were thirty-one banks liquidated through 
sales or mergers with other institutions with- 
out having closed their doors and seventeen 
others have formed consolidations. 


NEW AFFILIATION FOR NATIONAL 
REPUBLIC CORPORATION 


The United American Trust & Savings 
sank has been organized in Chicago to suc- 
ceed to the business of the Home Bank & 
Trust Company and as an affiliation of the 
National Republic Corporation, which con- 
trols a group of banks with resources of 
more than a quarter of a billion dollars. 
W. A. Wieboldt is chairman of the board of 
the new bank and Charles C. Hall has been 
elected president. Resources of the new 
bank are in excess of $10,000,000. 





TRUST COMPANIES 


Concentrating 
on Trust Problems 


Combined Resources 
Over $200,000,000 


CHICAGO TRUST 
COMPANY 


Affiliated with 
The National Bank of the 
REPUBLIC 


* OF CHICAGO :-. 


VY 








CAPITAL AVAILABLE FOR REAL 
ESTATE LOANS 

An improvement in the supply of capital 
now available for real estate loans in com- 
parison with the supply available six months 
ago is reported from the Chicago headquar- 
ters of the National Association of Real Es- 
tate Boards following the completion of its 
fifteenth semi-annual survey of the real es- 
tate market, a survey made by the Associa- 
tion from the collected reports of 428 local 
real estate boards representing the principal 
cities of the United States and Canada. This 
improvement in the supply of available capi- 
tal, the National Association points out, in- 
dicates that the fundamental problem for 
increased construction—the problem of sup- 
plying funds for wise building projects— is 
now presenting itself as a less difficult one 
probably due to the fact that capital is less 
disproportionately diverted directly or in- 
directly into speculative fields and will tend 
to be placed increasingly at the disposal of 
the home builder. 


W. A. Wieboldt has been chosen as chair- 
man of the United American Trust & Sav- 
ings Bank of Chicago, Ill, which has suc- 
ceeded the Home Bank & Trust Company. 
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LAYOUT OF BANK ADVERTISING COPY 
FOR NEWSPAPERS 

One of the foremost authorities on bank 
advertising in the country, J. K. Waibel of 
the Continental Illinois Bank & Trust Com- 
pany of Chicago, presented some interesting 
views on the subject of layout for news- 
papers at the annual meeting of the Ameri- 
can Institute of Banking. He said in part: 


“The layout of a bank’s advertisements 
should be in consonance with the bank’s in- 
dividuality. It should never fail to harmo- 
nize with type and copy in creditably reflect- 
ing and projecting the bank wherever the 
newspaper in which the bank’s advertising 
appears happens to be read. If your adver- 
tisement does not have commanding size, it 
can at least have pleasing proportion and 
color tone. Much can be said in favor of 
size—but a large advertisement of poor de- 
sign is by far a weaker advertisement than 
a small one of good design. 

“The only real method that I have been 
able to find to give a bank advertising that 
is typical of the institution and its policies 
is the inventory method. An inventory of 
advertising assets which includes all the pub- 
lishable facts about your bank taken by a 
competent person is the foundation on which 
your advertising program should rest. From 
it will come not merely the ideas that inspire 
your bank’s advertising, but the very sub- 
stance of your copy, the means to determine 
the size of your copy unit, and the spirit 
and scope of your bank seeking expression 
in type and form in layout.” 


VOTING TRUSTEES FOR AMERICAN 

BOND AND MORTGAGE COMPANY 
Control of the American Bond and Mortgage 
Company of Chicago, which has underwritten 


real estate bond issues aggregating over 
$150,000,000 and which has been adminis- 


tered by the Chicago Title and Trust Com- 
pany since last Summer when interest pay- 
ments were defaulted on several issues, has 


been placed in the control of five voting 
trustees. 


The trustees were chosen by committees 
representing holders of preferred stock and 
debentures and are as follows: Holman D. 
Pettibone, vice-president and trust officer of 
the Chicago Title and Trust Company; New- 
ton C. Farr, president of the Chicago Real 
Estate Board; Hiram S, Cody, vice-presi- 
dent of the Cody Trust Company; Stuart 
H. Otis vice-president of the Central Trust 
Company of Illinois; Arthus F. Davies, trust 
officer of the City Bank Farmers Trust Com- 
pany of New York. 
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LEGALIZING OF DEEDS, MORTGAGES 
AND OTHER INSTRUMENTS 

The Attorney General of Illinois has given 
an opinion relative to the act passed at the 
recent legislature legalizing acknowledg- 
ments of deeds, mortgages and other instru- 
ments in writing heretofore taken by any 
notary public, justice of the peace, etc. While 
the act legalizes acknowledgments of this 
kind taken up to the time of the passage 
of the act, it does not provide for such 
acknowledgments in the future. The opinion 
of the Attorney General is as follows: 

“The act is a curative act and legalizes 
acknowledgments taken by any notary public, 
justice of the peace or other officer authorized 
by the statutes of this state to take ace- 
knowledgments of such instruments in writ- 
ing, when such person taking said acknowl- 
edgment was a stockholder or officer of 
said corporation. Said act being a curative 
act retrospective in its nature and not pro- 
spective, and would not authorize acknowl- 
edgments by such officers or stockholders of 
a corporation subsequent to the approval of 
said act.” 


Consolidation has been effected between 
the Public National Bank and the Superior 
State Bank with the State Savings Bank and 
Trust Company of Chicago, representing total 
deposits of over $4,000,000. 

The newly organized South Side Savings 
Bank & Trust Company of Chicago has as- 
sumed the assets and liabilities of the former 
South Side Trust & Savings Bank. The 
chairman of the executive committee is Ed- 
win G. Foreman, Jr., vice-president of the 
Foreman-State National Bank. 


Capital 


Boulevard Bridge Bank $500,000 
*Central Trust Co. of Illinois........... 12,000,000 
Continental Illinois Bank & Trust Co...75,000,600 
Drovers Trust 350,000 
First Union Trust & First National .. . .32,500,000 
Foreman St. Nat.-Foreman St. Tr 13,500,000 
Franklin Trust. . 200,000 
EN ok sicic gs bk GS iw boo wi se ©: 6,000,000 
Mercantile Trust 600,000 
National Bank of the Republic 10,500,000 
SS eee rr 2,000,000 
MN src cskas hows wo oes 2,500,000 
Sheridan Trust 1,000,000 
Union Bank of Chicago 1,000,000 
West Side Trust 1,000,000 
Woodlawn Trust 600,000 
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TRUST COMPANIES 


NEW BOOKS RECEIVED 
KEANE’S MANUAL OF INVESTMENT TRUSTS. 

(1930 Edition.) Published by Financial 

Publishing Company, Boston. 

This is the only manual exclusively de- 
voted to investment trusts and the new edi- 
tion covers 60S investment trusts with capi- 
tal considerably in excess of three billion 
dollars. Besides full data on all these in- 
vestment trusts there are special sections 
comprising a directory of trusts, directory of 
directors of trusts, list of offering houses of 
trust securities, bank connections of trust 
directors, trust portfolios classified, state 
regulations and other yaluable information. 


SAVINGS BANKS AND SAVINGS DEPARTMENT 
MANAGEMENT, by William G. Sutcliffe, pro- 
fessor of economics of Boston University 
and Lindley A. Bond, assistant treasurer, 
Home Savings Bank, Boston. 

This book gives a history of savings bank- 
ing, the machinery of management and the 
problems of management. Harper & Broth- 
ers, publishers. 

TREATISE ON CANADIAN INCOME TAx Law. 
(Second edition), by Charles P. Plaxton 
and Frederick P. Varcoe. 

Presents an analysis of the Dominion in- 
come war tax with commentaries, references 
and pertinent decisions. An appendix 
tains full text of act with amendments. 


con- 


Alfred I. du Pont interests have acquired a 
controlling stock in the Daytona Bank & 
Trust Company of Daytona Beach, Fla. 


Surplus and 
Undivided 
Profits 
June 30, 1930 

577,000.00 
11,534,509.00 
72,470,616.00 

906.119.00 
42,005,364.00 
17,080,390.00 

210,131.00 

7,395,567.00 

576,924.00 

3,227,266.00 
7,105,082.00 
1,496,992.00 

683,915.00 

1,326,729.00 

669,694.00 

404,306.00 


Book 
Value Bid Asked 
215 4380 440 
236 308 312 
224 619 622 
358 560 580 
320 616 620 
342 628 632 
2,718,929.00 205 oe 200 
101,740,536.00 223 73 741 
10,993,727.00 196 425 435 
182,090,607.00 **37 121 123 
58,662,277.00 455 560 565 
29 547,609.00 160 465 470 
12,044,112.00 168 235 . 245 
8,917,618.00 233 265 275 
11,336,046.00 167 300 310 
8.397,852.00 167 300 310 


Deposits 
June 30, 1930 
12,675,306.00 

140,943.767.00 
908,030,473.00 

6,900,688.00 
502,380,919.00 
197,258.030.00 


*Central Trust Bank value does not include Securities Co. 


**20 par value. 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 
TRUST BUSINESS IN ST. LOUIS 


The volume of personal trust business re- 
ported by the trust departments of St. Louis 
banks and trust companies shows steady 
increase. The number of wills deposited and 
which name trust companies and banks as 
executors and trustees of estates shows re- 
markable gain each year as evidence of pub- 
lic appreciation of the benefits and values 
residing in efficient trust service of the char- 
acter provided by local institutions. Living 
trusts and especially life insurance trusts 
comprises a large proportion of new appoint- 
ments. While it has become the rule rather 
than the exception for large estates to be 
confided to corporate fiduciary management, 
it is noteworthy that the number of 
estates also establishes new records. 


small 


The bulk of trust business in this city is 
administered by the St. Louis Union Trust 
Company, the Mississippi Valley Trust Com- 
pany and the Merecantile-Commerce Bank & 
Trust Company. The St. Louis Union Trust 
Company was the first corporation organized 
in the State of Missouri having trust powers 
and concentrates on fiduciary duties as an 
affiliation of the First National Bank, The 
Mississippi Valley Trust Company has built 
up an enviable reputation for estate and trust 
management since its incorporation in 1890 
and with a trust department which is re- 
garded by trust people generally as a model 
of efficiency. Last year the Mississippi Val- 
ley Trust Company materially broadened the 
scope of its banking as well as trust opera- 
tions by reason of merger with the Mer- 
chants-Laclede National Bank and the State 
National Bank. The other member of the 
leading triumvirate, the Mercantile-Commerce 
Bank & Trust Company, represents the com- 
bination effected last year between the Mer- 
cantile Trust Company and the National 
Bank of Commerce, uniting progressive ele- 
ments and policies in all departments. Other 
local institutions which share increasingly in 
trust business are the Boatmen’s Bank, the 
oldest bank in Missouri; the Franklin-Ameri- 
can Trust Company and the Lafayette-South 
Side Bank & Trust Company. 





CHEAP MONEY MUST BE USED WITH 
CARE 
The current issue of the Valley Trust 
Magazine, issued by the Mississippi Valley 
Trust Company of St. Louis, contains an ar- 
ticle on “Getting Business Into Motion 
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Again,” in the course of which W. J. Hein, 
vice-president of the company dwells upon 


the reasons for 

says in part: 
“It is generally 

back on the track. 


easing money rates. He 
agreed that business is 
How long it will be be- 
fore it can attain momentum remains to be 


seen, but there are many favorable indica- 
tions. The easing of money rates is an ex- 


pedient long used to cure business ills. 


Feiss: 
to continue the allegory, 


like reducing the 
grade the train of business must climb. Mak- 
ing it cheap and attractive for business or- 
ganizations to use borrowed money for legiti- 
mate purposes is the avowed purpose of the 
Federal Reserve System. 

“On the other hand, cheap money must be 
used with care. It is like a dose of certain 
kinds of medicine—an overdose can do much 
harm. In fact, the cause of the whole rise 
and fall of business is thought to have been 
the abnormally low interest rates that pre- 
vailed about three or four years ago. Not 
only did business itself take advantage of the 
rates, but the cheap money encouraged the 
buying of stocks whose dividends were great- 
er than the interest cost. 

“Now the problem before American busi- 
ness men is to use good judgment. The prob- 
lem of the Federal Reserve and the banks 
is to make money easy for legitimate busi- 
ness, but not encourage reckless speculation. 
The “train” will gather speed again. Per- 
haps the recent experience will keep it from 
getting out of control.” 


LESSENED SHIFT OF FARM POPULATION 
TO CITIES 


The movement of farm population from 
farms to cities and from cities to farms de- 
clined in 1929, according to the estimates of 
the Bureau of Agricultural Economics, Unit- 
ed States Department of Agriculture. 

The figures show that 1,876,000 
persons moved from farms to cities last year 
as compared with 1,923,000 in 1928; 1,978,000 
in 1927, and a peak of 2,155,000 in 1926. The 
city to farm movement was also smaller, be- 
ing placed at 1,257,000 persons last year, com- 
pared with 1,347,000 in 1928 and 1,374,000 in 
1927. Births on farms last year are esti- 
mated at 631,000 and deaths at 281,000. Tak- 
ing these figures into account along with the 
movement to and from farms, the bureau 
places the total farm population on January 
1, 1930, at 27,222,000 compared with 27,491,- 
000 on January 1, 1929, or a decrease of 
269,000. 


bureau’s 
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JOPLIN BANKER CELEBRATES FIFTY 
YEARS IN BANKING 

Arthur Hartzell Waite, president of the 
Joplin National Bank & Trust Company of 
Joplin, Mo., recently celebrated the fiftieth 
anniversary of his career as a banker in that 
community. In 1880 Mr. Waite began his 
Joplin career as cashier of the Miner’s Bank 
which position he held for ten years. When 
the Joplin National was organized, Mr. 
Waite served as the cashier, later becoming 
president, which position he has since filled. 
Born in Ohio in 1853, his family moved to 
Nebraska early in his life, and it was in 
Brownsville, Neb., that his banking experi- 
ence began and continued thereafter in St. 
Joseph, Mo., from whence he came to Joplin 
as before stated. Mr. Waite is a past presi- 
dent of the Missouri Bankers Association, 
and is president of the Southwestern Life 
Insurance Company of Joplin. 


KANSAS TRUST OFFICERS GET 
TOGETHER 

Thomas H. Beacom, vice-president and 
trust officer of the Wheeler Kelly Hagny 
Trust Company of Wichita, Kansas, was 
elected president of the trust company di- 
vision of the Kansas Bankers Association at 
its annual meeting in Wichita. Marlin S. 
Casey, trust officer of the Columbian Title & 
Trust Company, Topeka, was made _ vice- 
president and Sam R. Hellar, vice-president 
and trust officer of the United Trust Com- 
pany, Abilene, was re-elected secretary-treas- 
urer. John N, Free, vice-president and trust 
officer of the First National Bank in Wichita, 
was made official representative of the Kan- 
sas trust division of the Kansas Bankers 
Association. 


TRUST COMPANIES 


During the past year a committee worked 
out a uniform schedule of fees to be charged 
by all member trust companies and this 
schedule was adopted at the meeting recently. 
The matter of a uniform fiduciary act also 
was discussed and was referred to a stand- 
ing committee to be reported on next year. 


MISSOURI BREVITIES 

J. W. Woods, vice-president, is in charge 
of the trust department of the Franklin- 
American Trust Company of St. Louis, which 
recently combined with the National City 
Bank with total resources of $45,000,000. 

Largely in response to the policy encour- 
aged by State Finance Commissioner Catley 
there have been forty bank mergers in Mis- 
souri thus far during the current year. 

The Mercantile-Commerce Bank and Trust 
Company of St. Louis gave a dinner for 250 
men and women, representatives of corre- 
spondent banks in the state who attended 
the Missouri Bankers Convention. 


Frederick R. von Windegger, executive 
vice-president of the Guaranty Bank & Trust 
Company of St. Louis, Mo., has been elected 
president of the institution. 

The Lafayette National Bank and Trust 
Company is being organized at Luxemburg, 
Mo., with capital of $50,000. 

John A. Campbell, of Raleigh, N. C. State 
bank examiner and formerly an executive 
in one of the banks at Marion. N. C., has 
been elected assistant secretary-treasurer of 
the American Trust Company., Charlotte. 

“Bobbie” Jones, the unconquerable wizard 
of golf, is again actively attending to his 
duties as a director of the Citizens & South- 
ern National Bank of Atlanta, Ga. 
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Pekin -Ammersonn “Reuse (60 o.oo voc cic cwsteceese 


Lafayette-South Side Bank & Trust Co 
Mercantile-Commerce Bank & Trust Co 


Mississippi Valley Merchants State Trust Co....... 


St. Louis Union Trust Co.* 
*Accepts no deposits. 


. .$2,600,000 


Surplus and 
Undivided Profits, 
June 30, 1930 
$1,858,257.37 
1,817,753.63 
7,998,297.46 
3,858,569.23 
1,948,217.52 


Capital Deposits, 
June 30, 1930 
$36,723,213.05 
26,913,260.05 
126,688,720.94 
70,699,182.21 


2,150,000 
10,000,000 

. 6,000,000 
5,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits 
June 30, 1930 
$4,038, 256.30 
316,479.35 
1,407,107.22 
2,949,014.74 


Capital Deposits Par Bid 

June 30, 1930 

$30 396,628.56 100 
8,057 ,698.58 100 
4,903,650.53 100 
12,052,933.58 100 
8,605,763.47 100 
15,288,775.84 


American Security & Trust Co..........$3,400,000 
Merchants Bank & Trust Co 

Munsey Trust Co 

National Savings & Trust Co 

Union Trust Co 1,229,347.91 
Washington Loan & Trust Co 1,000,000 2,483,357.01 


Figures furnished by The Washington Loan & Trust Co. 
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Cleveland 


Special Correspondence 


PREPARING FOR THE AMERICAN BANK- 
ERS ASSOCIATION CONVENTION 


Cleveland is laying plans for the enter- 
tainment and comfort of delegates attending 
the forthcoming annual convention of the 
American Bankers Association which prom- 
ises to be a memorable event in the history 
of that organization. Thirty years have 
elapsed since Cleveland last entertained the 
American bankers and the local committees 
are primed to make the most of the oppor- 
tunity. Not only local bankers, but also busi- 
ness men and members of the Ohio banking 
fraternity are joining hands to assure the 
success of the convention. To obtain com- 
plete coordination the executive committee 
have engaged the services of D. S. Hunter 
and F. W. Donohue, two experts in arrang- 
ing details of important conventions. 

Those in charge of the convention prepara- 
tions are: 

Executive Committee—J. R. Kraus, chair- 


man; Edwin Baxter, vice-chairman; T. E. 
Monks, treasurer; C. A. Paine, secretary ; 
E. E. Barker, J. C. McHannan, C. B. Rey- 


nolds and Allard Smith. 

Sub-committee chairmen are: 

General—J. R. Kraus, The 
Company, chairman. 

Hotels, Rooms and Housing—J. C. McHan- 
nan, Central United National Bank, chairman. 

Registration, Information and Convention 
Facilities—Edwin Baxter, The Cleveland 
Trust Company, chairman. 

Entertainment Committee—Allard Smith, 
The Union Trust Company, chairman. 

Golf Tournament—T. E. Monks, The Guard- 
ian Trust Company, chairman. 

Publicity Committee—R. J. Izant, Central 
United National Bank, chairman. 
Reception Committee—J. R. 
Union Trust Company, chairman. 
National Bank Division—C. E. Sullivan, 

Central United National Bank, chairman. 

Trust Companies Division—J. A. House, 
the Guardian Trust Company, chairman. 

Savings Bank Division—Harris Creech, 
The Cleveland Trust Company, chairman. 

State Bank Division—W. M. Baldwin, The 
Union Trust Company, chairman. 

State Secretaries Division—David M. Auch, 
Ohio Bankers Association, Columbus, O., 
chairman. 

A. I. B.—Frank J. Waldeck, The Cleveland 
Trust Company, chairman. 

Women’s Auxiliary Entertainment—Mrs. 
J. A. House, chairman. 


Union Trust 





Nutt, The 
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CLEVELAND ATTRACTIONS FOR A. B. A. 
CONVENTION DELEGATES 


The city of Cleveland has many attrac- 
tions to offer members of the American 
Bankers Association who plan to attend the 
annual convention. The Museum of Art is 
one of the finest in the country, and its 
Public Library is the third largest in the 
United States. The new Terminal Station 
with its shops, offices and hotel in its 52- 
story building offers a study in city plan- 
ning. One of the most interesting places in 
the terminal area is the “home in the sky,” 
a completely furnished home on the four- 
teenth floor of the Builders Exchange. The 
Shaker Square development on the Rapid 
Transit Line east from Cleveland is a model 
much sought after by planners of such de- 
velopments, and is well worth a visit. Down- 
town again, the Federal Reserve Bank, and 
the handsome bank and trust company build- 
ings with their modern appointments, will 
be of interest to delegates to the convention. 

Allard Smith of the Union Trust Company. 
chairman of the entertainment committee for 
the American Bankers Association Conven- 
tion announces that the United States Navy 
Band will give a concert for convention dele- 


gates. 


REVISION OF ATTACHMENT STATUTES 

A committee of the Cuyahoga County Bar 
Association has been formed to secure revi- 
sion of the laws of Ohio governing the grant- 
ing of attachments and garnishment papers, 
which impose hardships upon debtors and 
needlessly impose work upon banks and trust 
companies in complying with attachment ac- 
tions. The need for such statutory revision is 
discussed in the current issue of the Cleve- 
land Trust Monthly, issued by the Cleveland 
Trust Company, by David C. Meck, judge of 
the municipal court of Cleveland. 


Judge Meck sets forth that an average of 
nearly 500 attachment actions are filed each 
month in Cleveland’s municipal court, each 
one representing the attempt of a creditor 
to collect money which may or may not be 
equably owing him. It is common practice 
for attorneys to apply for writs of garnish- 
ment against every banking institution of 
consequence in the city, in the hope of find- 
ing money upon which claim may be levied. 
This involves banks and trust companies in 
searches which are expensive and take up 
the time of bookkeepers. Relief from this is 
suggested by amending the statute to confer 
selective jurisdiction upon the court, prelim- 
inary to issuing garnishments writs. 





TRUST COMPANIES 


CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 
high confidence in which it is held. 


Our record of service, since 1858, over an extended period ot years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


INVESTMENT BUSINESS PURCHASED BY 
FIFTH THIRD UNION COMPANY 

Announcement is made of the purchase 
of the business and facilities of L. R. Ballin- 
ger Company, dealers in investment securi- 
ties, by the Fifth Third Union Company. 
the investment securities division and 
sidiary of the Fifth Third Union Trust Com- 
pany of Cincinnati. E, W. Edwards, presi- 
dent of the Fifth Third Union Company ad- 
vises that the entire personnel of the Ballin- 
ger Company has been taken over. The mer- 
ger became effective August Ist with L. R. 
Ballinger elected first vice-president and gen- 
eral manager of the Fifth Third Union Com- 
pany; Sidney D. Spritz, who was vice-presi- 
dent of the Ballinger Company as 
ant secretary. 

The L. R. Ballinger Company was incor- 
porated in 1921, to deal in bonds. In 1925 
Mr. Ballinger became a member of the Cin- 
cinnati Stock Exchange, and in 1925 Mr. 
Spritz acquired a seat on the Exchange and 
became the active floor trading member of 
the company. Mr. Ballinger has beer a mem- 
ber of the Board of Trustees of the Excharge 
and in 1929 served as president. The Bal- 
linger Company has been prominent in the 
underwriting and distribution of many bond 
and stock issues and maintains a large sales 
organization. 

The Fifth Third Union Company was or- 
ganized in February, 1927, at the time of 
the merger of the Fifth Third National Bank 
and the Union Trust Company, forming the 
Fifth Third Union Trust Company, whose 
stockholders control the subsidiary invest- 
ment securities company. Officers of the 
Fifth Third Union Company, giving effect 
to the merger, are: E. W. Edwards, presi- 
dent; L. R. Ballinger, first vice-president 
and general manager; Charles H. Deppe, 
Edward A. Seiter, James D. Chambers, Monte 
J. Goble, vice-presidents; G. Carlton Hill, 


sub- 


assist- 


assistant vice-president: Frank J. Loewe, 
treasurer: William L. Thede, secretary: Sid- 
ney D, Spritz, Joseph C. Lohrey, Henry J. 
Mergler, William B. Thesing. assistant 
retaries. 


Sec- 


J. Horace Jones has resigned from the offi- 
cial staff of the Central-United National 
Bank of Cleveland to become president of 
the new Capital Bank. 

Charles C. Bolton of Cleveland, for many 
years a director of the Guardian Trust Com- 
pany of that city and associated with nu- 
merous other corporate enterprises, died re- 
cently at the age of seventy-five. 


Powerful Searchlight Atop Building of the 
Union Trust Company of Cleveland, Presented 
to the Cleveland Airport 





TRUST 


HOW CLEVELAND TRUST COMPANY 

CLEARS BRANCH. OFFICE CHECKS 

Adopting a suggestion made by the local 
Clearing House Association the Cleveland 
Trust Company has established an exchanye 
for clearing checks of its numerous branch 
offices which eliminates the sorting of indi- 
vidual branch checks by the sending bank. 
The clearance takes place about seven o'clock 
morning that the main han- 
dies the sorting of checks. 


each so office 

Formerly, the entire branch sorting was 
done separately for each branch by the send- 
ing bank. All the clearance from 
now is assembled at the main 
the main office clearance and 
Clearing House at 1.50 a.m. 
of Cleveland the same thing for the 
Cleveland Company and other loca! 
institutions which means the arrival of all 
the clearance from other Cleveland banks 
Which they have worked up the day before 
from their main office and branches. The 
night force then sorts and balances their 
runs of these checks to the branches. This 
requires a force of eleven men, working from 
midnight to approximately 8.30 a. m. 
night except Saturday. 

The arrival early in the day of the larger 
part of clearance has enabled branches to 


branches 
office with 
sent to the 
Other banks 
do 
Trust 


every 
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complete their work in much better time. Per- 
haps the largest benefit of the Night Clearance 
Department is the fact that even though the 
Cleveland Trust Company is growing every 
day, the operation of this department has 
allowed absorption of this growth without 
increasing the size of the personnel. 


President Creech of the Cleveland Trust 
Company has appointed the following com- 
mittee to entertain the bank’s friends and 
guests attending the American Bankers As- 
sociation convention: Assistant Vice-presi- 
dent Kyle, chairman; Vice-presidents Assmus, 
Greene, Hobson, Horr, Mason and White. 


CLEARANCE CREW AT THE CLEVELAND TRUST COMPANY 


£ 





TRUST COMPANIES 


Los Angeles 


Special Correspondence 


TRUST EDUCATION IN CALIFORNIA 

Trust people in California are just now giv- 
ing special attention to the systematic edu- 
cation and training of men for trust depart- 
ment work. It is recognized that new meth- 
ods of education are necessary to meet the 
demand for trust department personnel and 
also to foster the trust spirit among officers 
and employees of all departments. 

The progress which is being made among 
leading trust companies and banks in Cali- 
fornia in the matter of trust education is evi- 
denced in the report of the Educational Com- 
mittee of the Trust Company Section of the 
California Bankers’ Association, recently 
submitted by the chairman, Frank H. 
Lougher, trust officer of the Anglo-California 
Trust Company of San Francisco. The pro- 
cedure outlined by the committee is segre- 
gated under three captions: (1) education 
of the public as to trust services; (2) educa- 
tion of bank personnel for new trust busi- 
ness, and (38) education of trust department 
personnel for administrative purposes. 

Among the institutions which have devel- 
oped educational plans are the Security- 
First National Trust & Savings Bank of Los 
Angeles, the California Trust Company of 
Los Angeles; the Bank of Italy, the Citizens 
National Trust & Savings of Los Angeles, 
the American Trust Company of San Fran- 
cisco and the Bank of America of California. 
In all of these institutions the subject of 
educating employees has been approached in 
a way that yields definite results. The meth- 
ods employed by each institution are outlined 
in the report of the Educational Committee. 


BANK OF AMERICA OF CALIFORNIA 

The Bank of America of California, which 
maintains its head office in Los Angeles and 
ranks foremost among the state banks of 
California, has acquired First National Bank 
and the Home Savings Bank of Ventura 
which increases the system of branches to 
161 in number. The latest acquisition brings 
in additional deposits of approximately §$2,- 
750,000. Resources of the Bank of America 
are now well over $400,000,000 and the 
branches cover important centers throughout 
the state. The northern California headquar- 
ters is in San Francisco. 

Miss Eugenie M. Nivoche, who has been 
assistant director of personnel of the Bank 
of America of California, has been pro- 


moted to director of publicity. The ad- 
vancement is a tribute to the qualities and 
faithful manner in which Miss Nivoche has 
performed the duties entrusted to her dur- 
ing four years of association with the bank, 
including editorship of the Bank of America 
“Chronicle.” 

R. C. Elliott has been appointed a junior 
vice-president and assistant manager of 
Sixth and Main Street branch, Bank cf 
America of California, according to Presi- 
dent E. J. Nolan. Mr. Elliott for a number 
of years was assistant cashier at the head 
office of the bank. Other appointments an- 
nounced were those of R. J. Dugan as per- 
sonnel director; Whetsel Ord as manager 
of the Fifty-seventh and Broadway branch; 
J. G. Hall as manager, Seventh and Mateo 
branch; R. S. Andrews as assistant manager 
of the Slauson and Vermont branch; H. C. 
Geyer as assistant manager, West Adams 
branch, and J. S. Hall, assistant manager, 
Fifty-seventh and Broadway branch. 

A. L. Gainer and William H. McCartney 
have been appointed managers of branches 
of the Bank of America of California in Los 
Angeles, Cal., located at Tenth and Western 
and Twenty-fourth and Hoover, respectively. 


SECURITY-FIRST NATIONAL OF LOS 
ANGELES 
General business conditions have affected 
neither the growth or earnings of the Se- 
curity-First National Bank of Los Angeles 
which has the distinction of administering 
the largest volume of trust assets of any 
bank or trust company west of Chicago. The 
latest financial statement showed resources 
of $592,556,000; deposits, $522,022,000; capi- 
tal, $30,000,000; surplus, $15,000,000 and un- 
divided profits of $7,047,000. 


William Rhodes Hervey has resigned as 


vice-president and trust officer of the Se- 
curity-First National Bank of Los Angeles, 
with which he has been associated for nearly 
twenty years. 

The Security-First National Bank of Los 
Angeles recently opened a new building for 
the branch located at Twentieth and Maple 
upon the roof of which is a 50,000,000 candle- 
power air beacon. Ralph L. Hoyle is in 
charge of the branch. 

S. Jack Hellman son, of M. S. Hellman, 
vice-chairman of the Security-First National 
Bank of Los Angeles, has been promoted 
from assistant vice-president to vice-presi- 
dent and director of the National Bank of 
Commerce of Los Angeles. 





TRUST COMPANIES 


San Francisco 


Special Correspondence 


INCREASE IN SAN FRANCISCO 
BANK DEPOSITS 


Bank deposits of all national and state 
banks of San Francisco, at the close of the 
half-yearly period, show an increase of $165,- 
529,000 over the same period last year with 
an expansion of about $100,000,000 in loans. 
These figures do not take account of the 
San Francisco branch of the Bank of Amer- 
ica of California and which was formerly 
the United Security Bank & Trust Company 
and which has head office in Los Angeles. 

The national banks of San Francisco have 
deposits of $1,103,000,000 and the state banks 
and trust companies $717,237,000. Among the 
state institutions the American Trust Com- 
pany reports deposits of $264,241,000; the 
Wells Fargo Bank and Union Trust Com- 
pany, $128,712,000; the San Francisco Bank, 
$125,472,571; Hibernia Bank, $77,582,000; 
Anglo-California Trust Company, $75,473,000 
and Crocker Federal Trust, $33,360,000. 
Among the national banks the Bank of Italy 
has a great lead with $824,556,605 ; the Anglo 
London Paris National, $116,402,000; the 
Bank of California, $82,128,000 and the 
Crocker National, $70,367,000. 


ACCOUNT ANALYSIS IS ESSENTIAL 

One of the feature addresses at the re- 
cent annual convention of the California 
Bankers Association was that by J. F. Sul- 
livan, Jr., vice-president of the Croker First 
National Bank of San Francisco, on “Ac- 
count Analysis.” Mr. Sullivan’s conclusions 
were those derived from actual experience 
and in conclusion he said: 

“Cost analysis is something we must have 
for our own use to eatch the leaks and im- 
prove our efficiency but let us get something 
plain and easily understood to wave in the 
faces of our depositors when we talk 
of handling to them. 


“Primarily, I would suggest that you know 
your own bank and your own accounts. 
Make sure in your own mind that to the best 
of your knowledge each account is self-sup- 
porting and remember that a customer who 
does not pay his way in a bank is not only 
unfair to his bank but also unfair to its 
depositors. No banker is properly serving 
his community or his depositors unless his 
bank is making a profit. For profits are 
Synonymous with safety and a bank must 
be safe to properly serve the community in 
Which it is situated. 


costs 


285 


AMERICAN TRUST COMPANY OF 
SAN FRANCISCO 


One of the oldest and most successful 
trust companies on the Pacific Coast is the 
American Trust Company of San Francisco 
which traces its lineage back to 1854. It 
represents a merger of the old Mercantile 
Trust Company and the American Bank, the 
former having previously absorbed the Sav- 
—— Union Bank & Trust Company: which be- 

gan business in 1862 as the San Francisco 
rset Union. 

The latest financial statement showed com- 
bined resources of $307,931,885; deposits, 
$264,241,000; capital, $10,000,000; surplus, 
$10,000,000, and undivided profits, $2,126,370. 


BANK OF ITALY N. A. 


Serving more than 1,500,000 depositors and 
with resources of close to one billion dollars, 
the Bank of Italy National Trust & Savings 
Association of San Francisco is one of the 
marvels of banking expansion in the United 
States. The Bank of Italy has pioneered in 
many directions, notably in the statewide de- 
velopment of branches and also in the ex- 
tension of trust service on a statewide scale. 

The latest financial statement shows total 
resources of $988,408,939; deposits, $824,- 


556.605, of which $540,331,753 consist of sav- 
ings: capital, $50,000,000; surplus and un- 
divided profits, $56,018,178. Since July 1. 


1929, the Bank of Italy has registered a gain 
of $119,000,000 in deposits. 


125TH HALF-YEARLY REPORT 

Tracing its career back to the year 1869 
the San Francisco Bank of San Francisco, 
Cal., recently issued its 125th half-yearly 
financial statement. This bank has held itself 
aloof from mergers or consolidations. The 
report shows assets of $131,072,000; deposits, 
$125,.472,000; capital, $1,000,000; reserve and 
contingent funds, $4,600,000. George Tourny 
is president and William Herrmann, vice- 
president and cashier. 


The Anglo & London Paris National Bank 
of San Francisco offers a special trust de- 
partment service to banks in California, con- 
ducted on direct aid in administering trust 
business and through correspondence. 

Peter Michelson, who comes from an old 
California family, has been promoted to the 
post of advertising manager of the Bank 
of Italy in San Francisco, succeeding F. R. 
Kerman, who has been elected vice-presi- 
dent and assistant to L. M. Giannini of the 
Transamerica Corporation. 
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15th ANNUAL CONVENTION 


FINANCIAL ADVERTISERS ASSOCIATION 
SEPTEMBER 17-20 


LOUISVILLE, KENTUCKY 


@ The 15th Annual Convention of the Financial 
Advertisers Association will be held this year 
at Louisville, Kentucky, September 17 to 20, at 
the Brown Hotel Leaders in bank, trust, 
and investment advertising and selling will fore- 
gather to discuss the most resultful ways to meet 
the challenge of the next decade. 


«| The problems of the metropolitan institution, 
those located in medium size centers and small 
cities, will be studied. The elemental problems 
as well as the latest developments will find expres- 
sion Three days of intensive study. 


G A balanced, forward program. 


@ A demonstration of how financial houses are meet- 
ing their fast-moving, daily changing advertising 
and selling problems. 


@ And further, an opportunity to analyze your 
advertising against that exhibited by hundreds 
of financial houses An opportunity 
to check your work against others. 


YOU ARE INVITED TO ATTEND 


A BUSINESS CONFERENCE 
THREE DAYS -- RESULTFUL 


For further information address Preston E. Reed, txecutive Secretary, 231 S. La Salle St., Chicago 





